ersil’ ' 


JOURNAL OF 





ERICAN ENSURANCE 


‘ 
< 


=" 


Fire Damage Liability 













Impact of War on Insurance 
Coverages 


The Fire Department 
Covers Up 
War Damage Insurance 


Notes About the 
Insurance World 





19 saa No. 9 


BER, 1942 PRICE TWENTY-FIVE CENTS 


























Lower Cost for 
sound insurance, 
as offered by Mill 
Mutuals, is a war- 
time necessity 


° ILL 
UTUALS 


ARE GENERAL FIRE INSURANCE CARRIERS 


eeeeeens: eetbuea Pine Teseemee Cees iis io ties ces cisciresneee.eeweee Harrisburg, Pa. 
Millers Mutual Fire Imsurance Co..............2cccccccccccees Fort Worth, Texas 
Pennsylvania Millers Mutual Fire Ins. Co..............cccccecees Wilkes-Barre, Pa. 
Millers Mutual Fire Insurance Association. .............cccccccccscccces Alton, Il. 
Grain Dealers National Mutual Fire Ins. Co................2000- Indianapolis, Ind. 
Western Millers Mutual Fire Insurance Co...................004. Kansas City, Mo. 
National Retailers Mutual Imsurance Co................0cecececeeees Chicago, Ill. 
Michigan Millers Mutual Fire Insurance Co..................0200008 Lansing, Mich. 
Mill Owners Mutual Fire Imsurance Co............ccccccccsccscces Des Moines, la. 


MILL MUTUAL FIRE PREVENTION BUREAU 
400 W. Madison St., Chicago, Ill. 


A service organization maintained by the Mill Mutuals. 
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THIS MONTH 


N a world as unsettled as that of 
today, few businesses can expect to 
forestall economic upheaval in one 
form or another. The insurance indus- 
try is not more seriously affected by 
the war than is any other industry 
carrying on similar activities. How- 
ever, material increases in many of the 
loss hazards against which insurance 
protection is afforded are contingencies 
which must not be overlooked. Prob- 
lems which now confront the carriers 
and those with which they may come 
face to face following termination of 
the conflict were ably discussed by E. 
W. Sawyer before the recent meeting 
of the Insurance Section of the Ameri- 
can Bar Association. His paper is re- 
produced in this issue in its entirety 
Another address presented at the 
same meeting which drew favorable 
comment was that by F. W. Davies on 
"Liability for Personal Injury and Prop- 
erty Damage Caused by Fire’. This 
scholarly contribution which appears on 
page |7 points to the broad and fertile 
field open to the liability carrier for the 
issuance of this type of coverage e The 
old conception that firefighters could 
double in their spare time as members 
of wrecking crews is thoroughly de- 
bunked by William H. Rodda in his 
article "The Fire Department Covers 
Up". For first-hand information con- 
cerning the commendable salvage ac- 
tivities of the modern fire department, 
read this interesting discussion @ The 
address by James W. Close of various 
phases of the work of the War Damage 
Corporation, of which he is assistant 
general counsel, compels attention e 
The notes section will, we believe, bring 
you up to date on current happenings 
in the insurance field. 


NEXT MONTH 


E expect to take up in more de- 

tail the Federal insurance tax sit- 
uation as reflected by the latest news 
from Washington. Also new phases of 
the impact of the war on insurance will 
be inquired into. At the same time we 
shall continue to emphasize items in 
connection with the fundamentals of 
good service. 















































CHASE M. SMITH 


Newly Elected Chairman 
of the Insurance Section 
American Bar Association 


te selection of Chase M. Smith, counsel for the Lumbermen's Mutual 
Casualty Company and other Kemper affiliates, as chairman of the insur- 
ance section of the American Bar Association brings to that important post 
one of the keenest students of fire and casualty insurance in the United States. 
A onetime official in the Illinois Insurance Department he joined the Kemper 
group in 1920 and since then has distinguished himself in the mutual insurance 
field. Mr. Smith is probably best known for his work in connection with the 
revision of the standard fire insurance policy, being nationally recognized as 
an authority on that subject. Mr. Smith long has been active in the affairs 
of the insurance section of the American Bar Association, having served as 
chairman of the fire insurance committee and as a member of the governing 
council, prior to his elevation to the chairmanship of the group. 
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OR several years, and especially with the 1942 
Revenue Act now being considered, stock insur- 
ance spokesmen have been applying all possible 

pressure to subject mutual fire insurance and casualty 
insurance companies to a I[ederal income tax upon 
their non-profit operations. Their idea is to weaken 
the competitive position of such mutual carriers, which 
in many fields are a thorn in the side of stock insur- 
ance because of the influence that mutual competition 
has on the rate structure and on the amount of profit 
which the stock companies can make out of the huge 
sums of money paid in insurance premiums by the 
insuring public. 

Under the 1942 Revenue Act passed by the House 
of Representatives — H. R. 7378 — mutual companies, 
other than life, would have been subjected to Iederal 
income tax under an extremely complicated formula 
developed by the Treasury Department; it would ac- 
tually have resulted in heavier taxation of mutual car- 
riers than of profit-making stock insurance organizations. 

The Senate linance Committee, after public hear- 
ings on the insurance section of the bill, was not satis- 
fied with the Treasury proposal. It referred the mutual 
provisions to a four-man subcommittee made up of 
Senators Harry I*. Byrd (D. Va.), Clyde L. Herring 
(D. Ia.), Robert M. LaF ollette, Jr. (Prog. Wis.) and 
Robert A. Taft (R. Ohio). The subcommittee met 
on several occasions, assembled further information and 
thoroughly considered various viewpoints, particularly 
several points which naturally were overlooked in the 
comparatively brief consideration which could be given 
the mutual provisions of the bill by the full Senate 
Finance Committee or by the Ways and Means Com- 
mittee of the House. 

(ne of the more startling developments — and prob- 
ably the most disquieting as far as the stock casualty 
insurance spokesmen are concerned — was the revela- 
tion that the Travelers Insurance Company (a stock 
company), and to some extent the Aetna Life Insur- 
ance Company (another stock company), had escaped 
for many years with the payment of but a pittance in 
lederal income taxes. This despite the fact that the 
Travelers Insurance Company is the largest writer of 
casualty insurance in the United States. The record 
shows that the casualty insurance department of the 
Travelers had combined underwriting and investment 
net profits of approximately $59,000,000 and it paid 
dividends to stockholders of more than $30,000,000 
during the past ten years, but paid only $166,000 in 
Federal income taxes, or an average of less than three- 
tenths of one per cent of its profits. 





During the past five years the average annual led- 
eral income tax of stock casualty companies was ap- 
proximately one per cent of premiums. On this basis 
the Travelers proper tax contribution for its huge 
casualty business should have been over $5,000,000 
per year. But instead, it actually paid an average of 
less than $17,000 per year. 


\pparently, this favorable tax status is obtained by 
companies, such as the Travelers, which write both life 
insurance and casualty insurance in the same corporate 
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unit by the device of paying their taxes upon their 
casualty writings under the life insurance section of 
the Federal revenue law, which results in a negligible tax. 

Mutual witnesses were able to show that the Treas- 
ury proposal, as embodied in the House bill, penalized 
economically managed dividend-paying companies by 
the device of taxing investment income on an over- 
lapping basis, and that if such companies, instead of 
returning dividends to policyholders, used the money 
for expenses, a substantial tax saving would have 
been the reward. 

The subcommittee was unable to come to an agree- 
ment on a recommendation to be made to the full com- 
mittee. However, upon consideration of the question 
by the full committee, the very complicated and involved 
Treasury proposal to tax mutual companies was re- 
jected, only two votes having been cast for it, and a 
reconsideration of the matter defeated by a vote of 
14 to 5. 

* * * 


NSTEAD of the Treasury proposal, the Committee 
I approved, by a vote of 10 to 5, what is known as 
the Stam plan under which mutual companies will be 
taxed on their net investment income. Because a 
few of the mutual companies have a small investment 
income, due to the fact that their investments are con- 
fined to short term governments with a very low rate 
of return, there was incorporated in the Stam plan a 
provision which intended to put a “floor” on the amount 
of the tax to be paid. This condition provides that if 
one per cent of a company’s gross receipts (net invest- 
ment income plus premium income, less return premium 
and reinsurance ceded, less dividend refunds to poli- 
cyholders) is greater than the amount computed on 
the net investment income, the larger amount will be 
the tax which the company will be required to pay. 
The rate to be applied in computing the tax on the 
basis of the net investment income will be the regular 
corporate tax rate which as the bill now stands is 40 
per cent (combined normal and surtax rates). 

The smaller mutual companies are to be exempted 
under a provision which will exclude about 80 per 
cent of the total number of mutual companies other 
than life. 

Senators Radcliffe of Maryland and Herring of 
Iowa have been the leaders in the fight to tax mutual 
carriers. It is reported that they supported the com- 
plicated and unfairly discriminatory proposals through- 
out the committee consideration of the matter. 

In the opinion of many mutual men, the present in- 
terest of the stock groups and some of those who sup- 
port them in exempting the so-called smaller mutuals 
is merely a fleeting one, advanced solely as a strategic 
move in the expectation of splitting the opposition. ew 
believe they have any genuine feeling of concern over 
the welfare of any mutual company. The smaller mu- 
tuals in the main were not taken in by this move. 

uture editorials in the Journal will cover in detail 
the profit and tax position of the Travelers and the 
stock companies generally. Inasmuch as the stock car- 
riers have raised the issue, all of the facts should be 
placed before the public and the taxing bodies. 




















EQUALITY INDEED! 
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Washington Deputy Resigns 

JOHN F,. SULLIVAN, ASSISTANT 
WASHINGTON INSURANCE COMMISs- 
sioner, resigned effective October 1, 
to enter the reinsurance business with 
Frank Burns Co., of Seattle. In ac- 
cepting Mr. Sullivan’s resignation, 
Insurance Commissioner Wm. A. 
Sullivan expressed regret over the 
loss of the assistant commissioner’s 
services to the department. Commis- 
sioner Sullivan said that no succes- 
sor would be appointed but that 
Howard L. LeClair, deputy insur- 
ance commissioner, and Lee Kueck- 
elhan, assistant deputy, would take 
over the duties formerly handled by 
Mr. Sullivan. 

Through his active work in the 
National Association of Insurance 
Commissioners, Mr. Sullivan devel- 
oped a large circle of friends among 
company officials throughout the na- 
tion.. He was especially active in 
the Western Conference of Insurance 
Commissioners, having served as sec- 
retary of that group. 


Mutual ‘den Bendy 


for War Conference 

MORE THAN 500 MUTUAL INSUR- 
\NCE AGENTS — THE LARGEST GROUP 
ever to attend a meeting of the Na- 
tional Association of Mutual Insur- 
ance Agents — is expected at the 
organization’s three-day war confer- 
ence to be held in New York City 
(ctober 12-14. The war conference 
replaces the eleventh annual conven- 
tion of the Association originally 
scheduled for the same time. 

George E. Phelan of New York 
City, chairman of the convention 
committee, is arranging a program 
that promises to excel all previous 
gatherings of the Association. Fol- 
lowing are just a few of the impor- 
tant personalities who have agreed 
to speak at the war conference: 

LL. G. Purmort, president, Central 
Manufacturers’ Mutual Insurance 
Company; John L. Train, president, 
Utica Mutual Insurance Company ; 
L.. H. Jones, vice-president, Lumber- 
mens Mutual Insurance Company; J. 
H. R. Timanus, secretary, Philadel- 
phia Contributionship; Raymond D. 
aker, executive vice-president, Mu- 
tual Fire Insurance Association of 
New England; Lester A. Menegay, 
vice-president, Excess Underwriters, 
Inc.; Roger Kenney, insurance edi- 
tor, United States Investor; Doctor 
S. S. Huebner, Wharton School of 
Finance, University of Pennsylvania ; 
Dean Harry J. Loman, American In- 
stitute for Property and Liability 
Underwriters, Inc.; and Louis H. 
Pink, superintendent of insurance, 
State of New York. 
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Items Concerning What Is Going 
On In The Insurance World 


Miscellany 


THE NUMBER OF TURKEYS RAISED 
THIS YEAR WILL BE 33,786,000, AN 
increase of 1 per cent over last year, 
according to United States Depart- 
ment of Agriculture reports — 
Wooden-soled shoes, designed to 
conserve war essential leather, are 
now being produced — More than 
2,000,000 dwellings along the At- 
lantic seaboard still depend on kero- 
sene or gasoline for household light- 
ing — American cows produce 6,- 
500,000 quarts of milk every hour 
— Nylon that would make 36 pairs 
of stockings is needed for the shroud 
lines of one parachute — War work- 
ers are pouring into our nation’s 
capital at the rate of about 8,000 per 
week — Association of American 
Railroads reports that the daily flow 
of people in the Union Station in 
Washington, D. C., is between 70,- 
000 and 100,000 persons — It is 
reported there are more than 1,800,- 
000 sets of twins in the United States 
— Approximately twice as many ac- 
cidents occur in Arizona on the 
straightaways across the desert as 
on the curving mountain roads, 


Cannot Accept Business 


je 

from Prospective Agents 

ACCEPTING BUSINESS SOLICITED BY 
PROSPECTIVE AGENTS BEFORE SUCH 
prospective agents have obtained a 
license is a direct violation of the 
Minnesota statutes, Insurance Com- 
missioner Newell R. Johnson of Min- 
nesota points out in a recent com- 
munication to all companies licensed 
in the State wherein he calls for a 
discontinuance of such practice. 

Commissioner Johnson in his order 
states that at a hearing held by the 
Department on August 11 in connec- 
tion with the revocation of an agent’s 
license, certain testimony was pre- 
sented which clearly indicates that 
insurance companies are engaging in 
the practice complained of. This, he 
pointed out, is a direct violation of 
Section 3366, Mason’s Minnesota 
Statutes, 1927, which provides as 
follows: 


“Section 3366 — Violation of Law — 
Misdemeanor — Penalty * * * Any in- 
surer employing an agent and failing to 
procure a license as required by this 
Act, or permitting such agent to trans- 
act business for it within the State be- 
fore such license has been procured, 
shall pay the Commissioner of Insur- 
ance, for the use of the State, a penalty 
of twenty-five dollars ($25.00) for each 
offense, and in the event of failure to 
pay such penalty within ten (10) days 
after notice from the Commissioner of 
Insurance, the authority of such insurer 
to do business in this State shall be re- 
voked by the Commissioner of Insur- 
ance until such penalty is paid, * * *.” 

The companies have been notified 
that the practice above mentioned 
will not be tolerated and violation 
of the above section will be dealt 
with severely and summarily. 


Personnel of Special N.A.I.C. 


Committees Announced 


INSURANCE COMMISSIONER JESS G. 
REED OF OKLAHOMA, SECRETARY OF 
the National Association of Insur- 
ance Commissioners, has announced 
the appointment of the following spe- 
cial committee of the Association: 

Committee to confer with War and 
Navy departments: John C. Black- 
all, Connecticut, chairman; Louis H. 
Pink, New York; Chas. F. J. Har- 
rington, Massachusetts ; John B. Gon- 
trum, Maryland; Albert I. Jordan, 
District of Columbia. 

Subcommittee to study a report to 
the convention concerning the spe- 
cial contract between certain casualty 
companies and Lloyds of London: 
Albert I. Jordan, District of Colum- 
bia, chairman; John B. Gontrum, 
Maryland, and Frank J. Viehmann, 
Indiana. 

Fire Prevention Committee: John 
3. Gontrum, Maryland, chairman; 
Albert F. Jordan, District of Colum- 
bia; James M. McCormack, Tennes- 
see; Newell R. Johnson, Minnesota. 

Committee to consider illegal un- 
derwriting practices and allocation of 
fire premiums: Louis H. Pink, New 
York, chairman; George A. Bowles, 
Virginia; Frank N. Julian, Alabama; 
Morvin Duel, Wisconsin; Paul F. 
Jones, Illinois; James M. McCor- 
mack, Tennessee. 
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Chairmen of the convention zones 
were announced as follows: zone 
number 1, John C. Blackall, chair- 
man; zone number 2, George A. 
Bowles, chairman; zone number 3, 
Edward L. Scheufler, chairman ; zone 
number 4, Newell R. Johnson, chair- 
man; zone number 5, Luke J. Kav- 
anaugh, chairman; zone number 6, 
Seth LB. Thompson, chairman. 


O.P.A. Denies Claim Men 
Preferred Status 


IN REPLY TO AN INQUIRY BY THE 
NATIONAL UNDERWRITER, THE OFFICE 
of Price Administration reports that 
it has not interpreted its regulations 
as providing preferred mileage eligi- 
bility for insurance claim men and 
adjusters. Furthermore, the O. P. A. 
gives no indication of any intention 
to change its stand on this point. 

T. E. Harris, assistant general 
counsel of the O. P. A., who replied 
to the National Underwriter query, 
stated, “In the typical case the type 
of work performed by these men is 
not deemed necessary to the con- 
tinued operation or functioning of 
an industrial establishment, under 
Section 1394.506(k), nor are they 
rendering services of a_ specialized 
nature within the contemplation of 
Section 1394.506(i). 

“Any of these employees, however, 
may apply for supplemental ration 
providing them with approximately 
470 miles per month for occupational 
driving in the limitation area. In 
applying for any supplemental occu- 
pational mileage, it is necessary for 
the applicant to establish the trans- 
portation as necessary, and if no bona 
fide ride-sharing arrangement is pos- 
sible, that there are no reasonably 
adequate alternative means of trans- 
portation available for the purpose.” 

Another bit of interesting comment 
by Mr. Harris had to do with the 
preferred mileage status of insurance 
company engineers and _ inspectors. 
While such employees might qualify 
for preferred mileage eligibility, Mr. 
Harris stated, the O. P. A. draws 
a distinction between the types of 
work done by these men. He said: 

“This office has recently ruled that 
safety inspectors and engineers of 
insurance companies, who are per- 
forming certain functions, may qual- 
ify for preferred mileage as render- 
ing specialized services under Section 
1394.506(1) of the regulations. If 
these employees are inspecting work- 
ing conditions and machinery of in- 
dustrial establishments and are rec- 
ommending alterations to eliminate 
plant breakdown and hazardous 
working conditions, they are render- 
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ing services of a specialized nature 
and are eligible for preferred mileage 
if their services are found to be in- 
dispensable to the plant or estab- 
lishment where they are carrying on 
their duties. 

“Tf the inspections and recommen- 
dations are being made preliminary to 
the writing of insurance policies or 
for the purpose of fixing rates or 
reducing risks for the benefit of the 
insurance company rather than for 
the purpose of increasing production 
or efficiency of the particular plant, 
their services are being performed 
primarily for the benefit of the insur- 
ance company and generally are not 
indispensable to the industrial estab- 
lishment under Section 1394.506(1), 
nor is their travel for purposes nec- 
essary to its operation or function- 
ing under Section 1394.506(k) of 
the regulations.” 


Dan C. Boney Dies 


DAN C. BONEY, INSURANCE COM- 
MISSIONER OF THE STATE OF NORTH 
Carolina died at his home in Raleigh 
on September 7 after a brief illness. 
Mr. Boney, who was 47 years old, 
had served as the insurance super- 
visory official of North Carolina since 
1927, making him one of the oldest 
commissioners in the National Asso- 
ciation of Insurance Commissioners 
in point of service. 





1895 — DAN C. BONEY — 1942 


Mr. Boney was born in Elkin, 
North Carolina, December 6, 1895, 
and was educated at the University 
of North Carolina where he pursued 
a legal career. In the first World 
War he served in the 113th Field 
Artillery and in addition to suffer- 
ing the loss of an arm, received nu- 
merous other wounds. 

From 1922 up until the time of 
his appointment as Deputy Insur- 
ance Commissioner of North Caro- 
lina in 1925, Mr. Boney practiced 
law. In 1927 he was appointed In- 
surance Commissioner to succeed 
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Colonel Stacey W. Wade, and he had 
been re-elected to that post every 
four years since, usually without op- 
position. 

Mr. Boney was one of the leading 
figures in the National Association 
of Insurance Commissioners and held 
many important posts in that  or- 
ganization. During 1930-31 he was 
chairman of the Association’s execu- 
tive committee, in 1932 he served as 
second vice-president, in 1933 as first 
vice-president, and finally in 1934 he 
was elected president of the group. 


Canadian Superintendents’ 


Meeting Cancelled 


THE ANNUAL CONFERENCE OF THE 
ASSOCIATION OF SUPERINTENDENTS OF 
Insurance of the Provinces of Can- 
ada which was to have been held 
September 14-17 did not take place. 
Hartley D. McNairn, secretary of 
the Association in announcing can- 
cellation of the meeting stated that 
the step was being taken in view of 
present war conditions which was 
causing postponement of many similar 
gatherings. 

* s e 


Publishes Reading List for 
C.P.C.U. Examinations 


ANNOUNCEMENT HAS JUST BEEN 
MADE BY DR, HARRY J. LOMAN, DEAN 
of the American Institute for Prop- 
erty & Liability Underwriters, Inc., 
of a suggested reading list for those 
who wish to prepare for the C. P. 
C. U. examinations. The first exami- 
nations will be given June 9-11, 1943. 

Method of preparation for the ex- 
aminations, it was emphasized by Dr. 
| oman, is not prescribed by the in- 
stitute nor does it require the use of 
any particular text in preference to 
others. The list, it was pointed out, 
should be regarded strictly in the 
nature of a suggestion which will 
enable the candidate to judge the 
scope of the subject matter covered 
by the examinations. 

Institute officials, Dr. Loman 
stated, prefer candidates to prepare 
through organized classes or study 
groups, and points to the following 
limitations of the suggested reading 
list : 

(1) It is not always up to date. 

(2) There is a scarcity of adequate 
reading matter for some of the topics 
in the curriculum. 

(3) The institute’s examinations will 
test not only the candidate’s mastery of 
the subject matter but also his ability to 
apply it intelligently. 

(4) A reading list is a poor substitute 
for supervised study and instruction. 

The reading list for examinations 
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for Parts I & II covering Principles 
and Practices have been combined 
because most of the textual material 
as well as the college and university 
courses do not now separate the sub- 
ject matter as provided in the insti- 
tute curriculum. Until rearranged 
courses and readings are more gen- 
erally avaflable, the institute advises 
a candidate to prepare for the exami- 
nations on Parts I and II together. 
This means that even though a candi- 


date takes the examination for a 
single part in any given year he 


should not attempt either Part I or 
Part II unless he is prepared on the 
subject matter of both. 

The suggested reading list follows: 


PARTS I & II — INSURANCE 
PRINCIPLES AND PRACTICES 
Mowbray, Albert H., 

McGraw-Hill Book Co. 
Huebner, S. S., “Property Insurance,” 

3rd_ edition, D. Appleton-Century Co. 

Chapters 1, 2, 3, 4, 8, 9, 10, Hi, 12, 13, 

17, 18, 19, 25, 26, 27, 28, 29 and 30. 
Kulp, C. Arthur, “Casualty Insur- 

ance,” Ronald Press. 

Michelbacher, G. F., “Casualty Insur- 
ance Principles,’ McGraw-Hill Book Co. 
Chapters. 5, 11, 12, 13, 14, 15, 16, 17, 
19 and 20. 

Crist, G. W., Jr., “Corporate Surety- 
ship,’ McGraw-Hill Book Co. 

Appleman, Earl, “Inland Marine In- 
surance,’ McGraw-Hill Book Company. 

Pamphlets of American Mutual Alli- 
ance Institute, 919 North Michigan ave- 
nue, Chicago, Riegel, Robert, ‘“Measure- 
ment of Fire Hazard,” O'Connor, James 
C., “Tornado and Extended Coverage,” 


“Tnsurance,” 


and Mr. O’Connor’s “The Form At- 
tached to the Policy.” 
Domingo, Charles C., and Lincoln, 


Walter O., “Building Construction as 
Applied to Fire Insurance,” Spectator. 
Pamphlets of National Board of Fire 
Underwriters, 85 John street, New York 
City. “Building Codes.” “Salvage.” 
“Suggestions for Arson Investigators.” 
Heinrich, H. W., “Industrial Accident 
Prevention,” McGraw-Hill Book Co. 
Chapters 1, 2, 3, 4, 5, 8, 13 and 15. 
Stoeckel, Robbins B.; May, Mark A., 
and Kirby, Richard S., “Sense and 
Safety on the Road,” D. Appleton-Cen- 


tury Co. 
Morrow, Ralph E., “Insurance Sur- 
veys,”’ Rough Notes Company. 


Strong, Edward K., Jr., “Psychologi- 
cal Aspects of Business,” McGraw-Hill 
Book Co. Chapters 1 to 20, inc. 

Illustrative contracts: New York 
standard fire policy, extended coverage 
endorsement, accident policy (commer- 
cial), accident and health policy (com- 
mercial), employers’ liability and work- 
men’s compensation policy and endorse- 
ments, automobile policy (combined 
coverage), marine policies (American 
hull and open cargo) and inland marine 
policy (personal effects floater). 

PART III — GENERAL 

EDUCATION 

1. Economics: Patterson, S. H., and 
Scholz, K. W. H., “Economic Problems 
of Modern Life,” McGraw-Hill Book Co. 

2. Government: Young, James T., 
“The New American Government and 


Its Work,” Macmillan Company. 
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3. Social Legislation: Kulp, C. Ar- 
thur, “Casualty Insurance,” Ronald 
Press. Chapters 4, 6 and 9. 

Pamphlet entitled “Handbook for Fed- 
eral Old Age and Survivorship Insur- 
ance,” Social Security Board, Washing- 
ton, D. C. 

4. English: Woods, George B., “A 
Guide to Good English,’ The Odyssey 
Press. 


PART IV — LAW 


Conyngton, Thomas, and Bergh, 
Louis O., “Business Law,” Ronald 
Press. 


Vance, William R., “Handbook of the 
Law of Insurance.” 

Kulp, C. Arthur, 
ance,” Ronald Press. 
PART V — ACCOUNTING AND 

FINANCE 

McKinsey, James O., and Noble, 
Howard S., “Accounting Principles,” 
South-Western Publishing Company. 

Owens, David F., “Controlling Your 
Personal Finances,” McGraw-Hill Book 
Co. 

Lincoln, Edmond E., “Applied Busi- 
ness Finance,” McGraw-Hill Book Co. 

Cole, B. D., “Insurance Agency Man- 
agement,” Rough Notes Company. 

In order to understand and follow 
current developments in business, Dr. 
[Loman points out, a candidate should 
read regularly one or more high- 
grade periodicals presenting and in- 
terpreting business and __ financial 
news, as well as one or more high- 
grade insurance journals. 

The reading list given above should 
be regarded as a minimum coverage 
of the subject matter of the examina- 
tions. In some cases a better under- 
standing of the various topics may 
be obtained from a more detailed 
treatment or from a different method 
of presentation. For this reason a 
suplementary reference list will be 
prepared. 


“Casualty Insur- 


Central Manufacturers’ 


; 
Reinsures Ohio Underwriters 

THE OHIO UNDERWRITERS MUTUAL 
FIRE INSURANCE COMPANY HAS BEEN 
reinsured by the Central Manufac- 
turers’ Mutual Insurance Company, 
it has been announced by L. G. Pur- 
mort, president of both of the Van 
Wert, Ohio, carriers. The reinsur- 
ance and consolidation agreement 
between the two companies was ap- 
proved by John A. Lloyd, Superin- 
tendent of Insurance of the State of 
Ohio, effective September 15, 1942. 

The Ohio Underwriters was or- 
ganized in Columbus in 1903 and the 
home office moved to Van Wert in 
1913. The company has shown a 
consistent growth. Its business will 
be continued as the Ohio Underwrit- 
ers Department of the Central Man- 
ufacturers’ and the latter’s facilities 
will be extended to the Ohio Under- 
writers agents. 




















A Table of Common 


Hazardous Chemicals 


AN UP-TO-THE-MINUTE TABLE OF 
COMMON HAZARDOUS CHEMICALS, 
sixth edition, has just been released 
by the N. F. P. A. Committee on 
Hazardous Chemicals and Explosives 
in cooperation with the American 
Chemical Society. 

Every plant using and _ storing 
flammable chemicals should have this 
new edition. Price twenty cents, post- 
paid by National Fire Protection 


Association, International, 60 Pat- 
terymarch Street, Boston, Massa 
chusetts. 

The column on Fire lighting 


Phases gives the best extinguishing 
methods for fire in the chemicals 
listed. The latest information on 
Shipping Containers and Storage 
Safeguards, Fire and Life Hazards 
is given for individual flammable 
chemicals. 

This latest edition includes all the 
Amendments adopted since 1931; it 
also includes additional chemicals 
and information on Fire Fighting 
Phases and a new paragraph on 
Oxygen Breathing Equipment or 
Helmets. Other paragraphs cover 
Flammable Limits and Explosive 
Range, Ignition Temperature, Propa- 
gation of Flame and Flash Point. 


a a 2 
Paul L. Haid Dies 
PAUL L. HAID, PRESIDENT OF THE 


INSURANCE EXECUTIVES ASSOCIATION, 
died at his home in New York City 
on August 31 after a prolonged ill- 
ness. He had been on a leave of ab- 
sence from the [’xecutives Associa- 
tion for some months during which 
time he had been under the care of 
a physician. 

Mr. Haid was born on September 
25, 1887, at New Castle, Pennsyl- 
vania. He was educated at the pub- 
lic schools there and at Belmont Col- 
lege, Belmont, North Carolina. 

His rise in the insurance business, 
which started in July, 1904, in a 
Pittsburgh insurance office, was 
rapid. After serving as clerk, coun- 
terman and special agent for various 
companies he became associated with 
the America Fore group in 1914. 
With the America Fore he served 
consecutively as special agent, assist- 
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ant secretary, manager of the Pacific 
Coast department, assistant to the 
president, secretary and assistant to 
the chairman, and vice-president. In 
December, 1924, he was elected presi- 
dent of the America Fore companies. 

Mr. Haid resigned his position 
with the America Fore companies on 
May 1, 1932, and became president 
of the Insurance Executives Associa- 
tion. He was also president of the 
Fire Companies’ Adjustment Bureau. 

A son, Paul L. Haid, Jr., survives. 
Mrs. Haid died a number of years 
ago. 

* € e 


Egleston Named S. C. 


Commissioner 


GEORGE L., BENJAMIN, JR., WHO 
ASSUMED THE INSURANCE COMMIS- 
sionership of South Carolina only a 
few months ago and is now attached 
to the reception center at Fort Jack- 
son, South Carolina, has informed 
Governor R. M. Jeffries that in view 
of his military service he will be 
unable to carry on his work as In- 
surance Commissioner. His term 
would have expired April 2, 1946. 

To fill the vacancy Governor Jef- 
fries announced the appointment of 
William Egleston, 33-year-old attor- 
ney of Hartsville, South Carolina. In 
accepting the appointment Mr. Egles- 
ton told the Governor that he would 
be pleased at the option of Mr. Ben- 
jamin to resign from the post when 
Mr. Benjamin returned from the 
Army, with the understanding that 
Mr. Benjamin will be restored to 
office. 

* e * 


Veteran California Mutual 
Executive Dies 


A, L, DROWN, VICE-PRESIDENT AND 
CHAIRMAN OF THE BOARD OF TIE 
Ventura County Mutual Fire Insur- 
ance Company, died at his home 
in Ojai, California, on September 7. 
He was prominent not only in Cali- 
fornia mutual affairs, but nationally 
as well, having been a consistent at- 
tendant at the big mutual conventions 
where his keen sense of humor and 
his commonsense advice made him a 
popular and valuable delegate. 

Mr. Drown came to California from 
northern New York in 1883, gradu- 
ally acquiring land which he devel- 
oped for fruit raising and later for real 
estate subdivision. During this time 
he became active in political life and 
was the recognized leader of the Dem- 
ocratic party in his district. 

His life was an exceedingly active 
one always devoted to forward-look- 
ing projects and even in his later years 
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he was regarded as a man of modern 
attitudes and young ideas. 

In addition to his affiliation with 
the Ventura County Mutual, Mr. 
Drown also was a bank president and 
held high offices in many other or- 
ganizations. He was a regional direc- 


A. L. DROWN 


tor of the California Farm Bureau 
lederation and a past president of 
the Ventura County Farm Bureau. 
A civic leader, Mr. Drown was also 
a past president of the Ventura 
County Chamber of Commerce. 

He was a member of the Santa 
Paula Masonic Lodge, of the Royal 
Arch Masons, the Knights Templar 
and the Shrine. 

Surviving are his widow, three 
sisters and four grandchildren. 


N.F.P.A. Warns of Fire 
Hazard to Scrap Rubber 
Stock Piles 


THE NATIONAL FIRE PROTECTION 
ASSOCIATION OF BOSTON IN ITS AU- 
gust News Letter expresses concern 
over the fire hazard to the more than 
400,000 tons of scrap rubber col- 
lected during the recent nation-wide 
salvage drive which is now stored 
in large outdoor piles. 

“The original plan,” the News Let- 
ter points out, “was to store quanti- 
ties of as much as 20,000 tons in va- 
cant lots in and around some twenty 
cities. We have been much concerned 
about this storage owing to the fact 
that rubber is an extremely impor- 
tant commodity in the war effort, 
that it may ignite spontaneously due 
to the presence of oily materials, that 
when burning it generates smoke 
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which hinders fire-fighting operation 
and we find no case on record where 
any fire department has been suc- 
cessful in extinguishing a fire in a 
large pile of scrap rubber after it is 
once well ignited.” 

The News Letter then points out 
that the N. F. P. A. has been in 
close touch with the Rubber Reserve 
Company (an R. F. C. subsidiary 
which handled the rubber salvage 
drive) and others concerned regard- 
ing the safe storage of this valuable 
stock pile of rubber. The Rubber 
Reserve Company, it was learned, 
is making an attempt to secure dis- 
persion of the storage into as large 
a number of small units as can be 
arranged. Present plans call for a 
maximum of 10,000 tons in one loca- 
tion with average quantities some- 
what less. The plan contemplates 
subdivision of storage into piles fifty 
feet by one hundred feet and fifteen 
feet high separated by fifty foot aisles, 
thus limiting the total fire loss in 
one pile to somewhere between 1,- 
000,000 and 2,000,000 pounds. Where 
the entire capacity of a lot is not 
utilized piling will be in alternate 
pattern to maintain 150 foot clear- 
ance which should considerably re- 
duce the danger of fire from pile to 
pile. This storage is temporary and 
will be moved to reclaiming plants 
as soon as it can be processed. 

A related problem, apparently not 
the responsibility of the Rubber Re- 
serve Company, to which the N. F. 
P, A. calls attention, is the privately 
owned stock piles of scrap rubber at 
reclaiming plants. Published pictures 
reveal huge piles; in one case the 
scrap storage is said to cover one 
hundred acres. The Army and the 
Natioyal Bureau for Industrial Pro- 
tection are making inspections of 
reclaiming plant stock piles, the War 
Production Board is interested, and 
it is hoped that something will be 
done before it is: too late. 


In conclusion the item states: 


“The basic reason for the scrap rub- 
ber fire hazard problem is that the 
public scrap rubber collection drive was 
altogether premature. In our opinion 
the rubber would have been safer if it 
had remained in attics and garages, and 
as far as we can determine there was 
no immediate need for the collection 
since there was already nearly a year’s 
supply in storage at the reclaiming 
plants. The Rubber Reserve Company 
disclaims any responsibility for the drive, 
and we have been unable to find out just 
who started it. 

“Now there are rumors that there is 
to be a second scrap rubber collection 
drive. Every pound of rubber in the 
country will be needed if the war con- 
tinues for any length of time, but we 
hope any further drive will be post- 
poned for a year, until the present scrap 
supply is used up. But if any ill-advised 
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agency should inaugurate another such 
drive within the next few months, we 
urge all patriotic N. F. P. A. members 
to save rubber but not to contribute 
it to huge piles where it will be subject 
to the danger of wholesale destruction 
by fire. We think it will be safer in 
individual homes and places of business 
until such time as there is prospect of 
its early use in war production.” 


Veteran Illinois Mutual 
Employee Retires 


ANNOUNCEMENT HAS: BEEN MADE 
BY THE ILLINOIS MUTUAL FIRE IN- 
surance Company of Belvidere, IIli- 
nois, of the retirement of Miss Iva 
A. Hammond from active service. 
Miss Hammond, who recently com- 
pleted her thirtieth year with the or- 
ganization, had for many years been 
assistant secretary of the company 
as well as head of the underwriting 
and loss departments. 

Miss Hammond, it is stated, will 
remain available to the company in 
an advisory capacity. 


War Damage Premiums Top 
One Hundred Million Mark 


JESSE JONES, SECRETARY OF COM- 
MERCE AND CHAIRMAN OF THE WAR 
Damage Corporation, has announced 
that premiums collected to August 
31, 1942, for protection by War 
Damage Corporation against enemy 
attack aggregate $106,000,000 and es- 
timated that approximately $80,000,- 
000,000 of such protection is in force. 

The United States Steel Corpora- 
tion and the American Telephone 
and Telegraph Co. have each taken 
out more than a billion and a quarter 
dollars insurance. Many policies have 
been issued for more than one hun- 
dred million dollars. However, the 
great majority of policies is for less 
than $10,000. In excess of three mil- 
lion, five hundred thousand policies 
have been written. 


August Fire Losses Were 
18 Per Cent Lower 


FIRE LOSSES IN THE UNITED STATES 
DURING AUGUST TOTALED $19,680,000 
— a decrease of $4,442,000 or 18 
per cent under the figure reported 
for the same month last year ac- 
cording to preliminary estimates of 
the National Board of Fire Under- 
writers. The August total was $1,- 
320,000 or 6 per cent less than the 
estimated loss for the preceding 
month, 

Losses for each month of 1940 and 
1941 and for the first eight months 
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of 1942 are shown in the following 
table: 








1940 1941 1942 
Jan. $ 36,260,650 $ 26,470,000 $ 35,565,000 
Feb. 34,410,250 26,102,000 30,819,000 
Mar. 29,788,800 31,471,000 30,505,000 
Apr. 26,656,190 29,330,000 27,960,000 
May 23,446,590 25,637,000 23,233,000 
June 19,506,000 24,943,000 22,410,000 
July 20,322,800 23,698,000 21,000,000 
Aug. 20,722,100 24,122,000 19,680,000 
Total 
8 
mos. $211,114,380 $211,773,000 $211,172,000 
Sept. 21,198,000 24,668,000  ......... 
Oct: ZZORL TID DBS  ccccccces 
Nov. 23,449,000 23,822,000 ......... 
Dec. 20617000  JLZOLG0O . .nccedees 
Total 
12 
mos. $306,469,520 $322,357,000 ......... 

* & a 


Appeals to War Workers 
Not to Smoke in Plants 


IN AN APPEAL TO ALL EMPLOYEES 
IN WAR PLANTS IN THE STATE TO 
observe “No Smoking” rules, as a 
patriotic duty, Paul F. Jones, Direc- 
tor of Insurance of Illinois, recently 
declared he believed an explanation 
of the seriousness of the practice 
would make it unnecessary for courts 
to impose heavy fines on workers 
in order to enforce ordinances against 
smoking. 

“We read stories frequently of war 
plant workers being fined as much 
as $50 for smoking in or near war 
production plants,’ Mr. Jones said. 
“I firmly believe that if it was im- 
pressed upon these workers that it is 
their duty to the nation not to smoke 
in plants turning out war materials 
they would willingly change their 
habits. A carelessly dropped match 
or cigarette could destroy these plants 
just as effectively as a fire deliber- 
ately set by our enemies. All of us 
who smoke are likely to forget that 
the match that lights our cigar, cigar- 
ette or pipe can just as easily start 
a fire that will destroy the most com- 
pletely fire-proof building in the 
world. 

“Workers may think that the con- 
crete and steel building in which they 
work and the steel machinery which 
they use to turn out airplanes, tanks 
and guns, cannot burn, and they are 
right. But there is always plenty of 
flammable material around that could 
start a fire that would wreck such a 
plant. Steel does not burn, but look 
what a fire did to the Normandie. 

“If we all could remember that 
matches and smoking have caused 
more fires in the past ten years than 
any other single known cause of fires, 
we would be more careful with them. 
If workers in war industries will only 
keep this in mind, I am sure they 
will restrict their smoking to their 





lunch or rest periods and smoke 
only in places around the plant where 
it is permitted. They not only will 
be helping to preserve their plant for 
the war effort but they also will be 
preserving their own jobs as well, 
because a building wrecked by fire 
needs no employees.” 


Mutual Engineers Meet 
October 22-24 


THE MEDINAH CLUB IN CHICAGO, 
IT HAS BEEN ANNOUNCED, WILL BE 
the site of the eleventh annual meet- 
ing of the Association of Mutual Fire 
Engineers—the dates October 22-24. 

R. D. MacDaniel, vice-president of 
the Grain Dealers National Mutual 
Fire Insurance Company of Indianap- 
olis, and secretary of the Association, 
states that the coming meeting will 
be more in the nature of a confer- 
ence consisting of discussions of cur- 
rent problems by the members. Only 
a few subjects will be presented to 
the meeting by the program commit- 
tee — and in those cases the speaker 
will do little more than introduce the 
subject for consideration. In other 
words, it will be a most informal 
conference where everybody will con- 
tribute to the program rather than 
listen to prepared speeches. 

Among the limited number of 
speakers who will address the gath- 
ering are: 

John A. Neale, chief engineer of 
the Underwriters Laboratories of 
Chicago, who will discuss the trouble- 
some subject of “Emergency Substi- 
tutes in Fire Protection” ; 

C. B. Royal, chairman of the As- 
sociation’s Engineering Protection 
and Standards Committee, who will 
present some interesting deductions 
with reference to insulating and 
acoustical materials subjected to fire 
and water; and 

Gordon Davis, manager, Loss Re- 
search Divison, Federation of Mu- 
tual Fire Insurance Companies, who 
will discuss the relationship of the 
fire prevention engineer to the ad- 
justment of losses. 


Parker Victor in Georgia 
Primary Election 


HOMER J. PARKER, COMPTROLLER 
GENERAL AND EX OFFICIO INSURANCE 
commissioner in the State of Georgia, 
was virtually assured of another term 
in office when he was nominated for 
re-election in the Democratic Primary 
held on September 8. Nomination on 
the Democratic ballot in Georgia is 
equivalent to election. 
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Plans for Safety Congress 
Take Shape 


THE THEME OF THE 3lsT Na- 
TIONAL SAFETY CONGRESS AND EX- 
position, to be held in Chicago 
October 27-29, the National Safety 
Council has announced will be “Save 
manpower for warpower.” 

The first wartime Congress since 
1918 will be devoted completely, the 
Council said, to the safety job now 
at hand — to help win the war. 

The entire Congress program, cov- 
ering every phase of safety with 175 
sessions and 500 program partici- 
pants, will be centered on the prob- 
lem of stopping accidents that delay 
victory by slowing production, im- 
peding the movement of troops and 
supplies, and wasting manpower, ma- 
terial and time. 

The Congress is the annual con- 
vention of the National Safety Coun- 
cil. It is the largest safety event in 
the world. Attendance averages 10,- 
000, and safety leaders from al! parts 
of the country assemble to exchange 
ideas, experiences and problems. Del- 
egates this year will work overtime 
to cram the program into three days, 
instead of the usual five, and thus 
avoid week-end travel. 

The 1942 Congress comes in the 
midst of a nationwide war emer- 
gency safety campaign being con- 
ducted by the Council at the direct 
request of President Roosevelt. 

To provide the Council with suf- 
ficient funds to carry on the greatly 
expanded program urged by the 
President, industrial and business 
leaders of the nation have formed 
the War Production Fund to Con- 
serve Manpower, under the chair- 
manship of William A. Irwin, former 
president of U. S. Steel. 

The War Production Fund is seek- 
ing to obtain from industry and com- 
merce the $5,000,000 needed to do 
the wartime safety job. 

“We regard the 1942 Congress as 
the most important ever held,” said 
Ned H. Dearborn, executive vice- 
president of the Council. “It will give 
safety leaders the country over their 
first opportunity since the war began 
to meet for a mass attack on acci- 
dents that are delaying victory. 

“Many of these safety men will 
bring to the Congress definite proof 
that accidents can be stopped in the 
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factories and on the highways, de- 
spite the rush of war production. 
They will pass along their effective 
safety programs to others who have 
not been so successful. The result 
will be that those who attend the 
Congress will go back to their jobs 
better prepared to stop wartime ac- 
cidents. 

“The slogan, ‘Save manpower for 
warpower, sums up the purpose of 
our campaign and of the Congress. 

“Safety has a wartime assignment 
that is just as specific as building 
tanks or producing food for the army. 
Our job is to stop accidents and 
save manpower. Right now, every 
accident casualty is a war casualty.” 

Headquarters for the Congress will 
be the Hotel Sherman in Chicago, 
but sessions also will be held in the 
Morrison and LaSalle hotels. 

An exhibit of all types of safety 
appliances and equipment will be a 
feature of the Congress. 


Missouri Approves W.C. 


Renewal Certificates 


SUPERINTENDENT OF INSURANCE, 
EDWARD L. SCHEUFFLER OF MISSOURI, 
in a ruling dated September 4 ad- 
dressed to all workmen’s compensa- 
tion carriers licensed in the state, au- 
thorizes the use of continuation or 
renewal certificates as an optional 
method of extending compensation 
policies. The text of the ruling fol- 
lows in full: 

In the interest of economy under the 
war effort, I am hereby giving permis- 
sion for the use in this State of con- 
tinuation or renewal certificates as an 
optional method of extending work- 
men’s compensation policies provided, of 
course, that the renewal is written by 
the previous carrier. No standard form 
of certificate is required; however, it 
will be necessary that a final printed 
copy of such instrument be submitted 
by each company desiring the use 
thereof for my specific approval. The 
form to be acceptable must provide for 
the showing of the following: 

1. Original policy number. 

2. Term of certificate. 

3. Statement to the effect that the 
certificate is subject to all the basic 
terms of the policy. 

4. The estimated advance premium 
and minimum premium, and for each 
classification covered by the certificate; 
the code number, estimated total an- 
nual remuneration, applicable rate and 
the estimated premium for the period 
of the renewal insurance. 

5. Countersignature. 

No policy shall be renewed by means 
of such certificate for a term of more 
than one year excepting policies writ- 
ten exclusively upon the per capita basis 
which may be renewed for a term of 
three years. 

The manual classification wording 
must be stated in the certificate or in 
a separate endorsement for each classi- 
fication which differs from that stated 
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in the policy and for each additional 
classification shown in the certificate 
not shown in the policy. 

Provision for the showing of the loss 
constant charge and the deposit pre- 
mium may be printed in the certificate 
but, in any event, these items must be 
shown where the risk is subject to such 
procedure. 

This approval is conditional to allow 
for subsequent review and modification 
or disapproval of the underwriting in- 
strument contemplated therein in the 
event any abuses should arise out of 
the use of such instrument in this State 
and is given with the understanding that 
any revision of the policy renewed by 
the certificate, prior to the effective date 
of the certificate, which broadens the 
insurance available under the policy, 
without additional premium charge, shall 
inure to the benefit of the insured with 
respect to the coverage afforded for the 
policy period stated in the certificate. 


Texas Bars Class Change of 
Autos Obeying ODT Orders 


CASUALTY INSURANCE COMMIS- 
SIONER J. P. GIBBS OF TEXAS HAS 
notified all insurance companies writ- 
ing automobile coverage in the state 
that in cooperation with the Office 
of Defense Transportation in its ef- 
fort to conserve tires, gasoline and 
transportation equipment, the follow- 
ing amendment and endorsement are 
hereby promulgated effective Sep- 
tember 1, 1942, and made applicable 
to all new, renewal and outstanding 
policies to meet the emergency: 

Amend Rule 22, page 13 of the 
Texas Automobile Casualty Manual 
by adding at the end of the first 
paragraph the following: 

“EXCEPTION: 

“Classification of automobiles hauling 
return load for others under contract 
to comply with Office of Defense Trans- 
portation return load orders shall not 
be affected by use under such required 
orders.” 

132A.—COMMERCIAL AUTOMO- 
BILES RENTED OR LEASED TO 
COMPLY WITH OFFICE OF DE- 
FENSE TRANSPORTATION OR- 
DERS. § 

It is agreed that such insurance as 
is afforded the named insured by this 
policy for Bodily Injury Liability and 
Property Damage Liability shall apply 
while the automobile is rented or leased 
to others to haul return load under Of- 
fice of Defense Transportation require- 
ments. 

(Attaching Clause.) 


1.C.C. Warns Motor Carriers 


Transporting Explosives 


THE INTERSTATE COMMERCE COM- 
MISSION HAS BULLETINED ALL MOTOR 
carriers engaged in the transporta- 
tion of explosives of the hazards in- 
volved in accidents of motor ve- 
hicles with explosive ladings. The 
I. C. C. notice follows in full: 
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“Recently there has come to the 
attention of the Commission for ap- 
propriate action an accident involving a 
tractor-semi-trailer combination trans- 
porting dangerous explosives. This ac- 
cident involved a collision which started 
a fire on the tractor which later resulted 
in a fire and explosion of the contents 
of the semi-trailer. Six persons were 
killed and 40 injured, more than five 
seriously, as a result of the explosion 
which followed the fire. All buildings 
within a radius of 600 feet were razed, 
burned, or heavily damaged and numer- 
ous motor vehicles were severely dam- 
aged by concussion. Property damage 
estimated at several hundreds of thou- 
sands of dollars was caused in the vi- 
cinity and at a distance of several miles. 

“The deaths directly or indirectly at- 
tributable to the explosion occurred be- 
cause persons failed to evacuate nearby 
buildings, were congregated too close, 
or were attempting to pass the vehicle 
which was on fire. Had sufficient fore- 
warning been given to these persons 
and to others, most, if not all, of the 
lives could have been saved, and the 
property damage could have been mate- 
rially reduced. 

“The apparent reason such forewarn- 
ing was not given was that neither the 
drivers of the vehicles nor the police 
officers present were aware of or suffi- 
ciently impressed with, the gravity of 
the hazard, which eventuated as de- 
scribed. 

“Every carrier engaged in the trans- 
portation of explosives should take es- 
pecial care in the instruction of his 
drivers in the regulations of this Com- 
mission applying to the transportation 
of explosives by motor vehicle as re- 
quired by said regulations; and each 
driver should be impressed with the 
likelihood of the explosion of the con- 
tents in the event of fire and with the 
gravity of the hazard of such an ex- 
plosion. 

“In the event of collision involving 
the carrier’s vehicle and another vehicle 
or with a fixed object, carriers’ drivers 
should be fully informed as to the haz- 
ard of moving any entangled vehicle 
until the explosives contents together 
with any fragments, have been removed 
to a distance at least 200 feet from the 
scene of the accident and the same dis- 
tance, if feasible, from any habitation 
in accordance with the provisions of 
Section 828 (a) (1) of PART 7 — 
REGULATIONS APPLYING TO 
SHIPMENTS MADE BY WAY OF 
COMMON AND CONTRACT CAR- 
RIERS BY PUBLIC HIGHWAY. 

“In the event of fire or of collision 
or both, drivers should be instructed 
by the carriers to inform all persons 
in the vicinity of the accident of the 
probable hazard and, as soon as op- 
portunity affords, police officers should 
be sought out and impressed with the 
gravity of the hazard and warned of 
the imperative need for (1) the warn- 
ing of persons in the vicinity; (2) the 
prevention of the congregation of ve- 
hicles or persons; (3) the prevention 
of the movement of traffic past, near 
or toward the burning or entangled ve- 
hicle, at least in its vicinity, and more 
particularly in the event of fire. 

“Similar information should be given 
to fire departments so that they may 
have proper facts upon which to base 
a judgment as to whether to abandon 
the vehicle or whether to attempt to 
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extinguish the fire, and to use the 
proper method in the latter event. In 
many instances fire may be extinguished 
by the use of sand or dirt. 

“Section 828 (a) (1) of ‘Part 7 — 
Regulations Applying to Shipments 
Made by Way of Common and Contract 
Carriers by Public Highway’ requires 
the removal of the explosives contents 
from vehicles which have been en- 
tangled. Whether or not it is feasible 
to attempt to remove the explosives 
contents from a vehicle, a portion of 
which is on fire, is a matter upon which 
advice cannot be offered, as the rela- 
tive hazards involved in removing the 
contents in the event of fire as com- 
pared to the possible hazard of the 
detonation of the contents cannot be 
predetermined. The most imperative 
duty of those in charge of the situa- 
tion in such a case is, as has been set 
forth, to warn others of the probable 
result in the event explosion occurs, 
which eventuality, as was exemplified 
in the case to which attention is herein 
directed, is very likely.” 


July Traffic Deaths 
Down 30% 


FOR THE SECOND SUCCESSIVE 
MONTIT TRAFFIC DEATHS IN THE 
United States dropped 30 per cent 
below the corresponding month of 
last year, the National Safety Coun- 
cil revealed with the publication of 
July accident statistics. June totals 
also had shown a 30 per cent de- 
crease, 

Traffic deaths in July, it was re- 
ported, reached 2,300 compared with 
3,290 last year and was the lowest 
July toll since 1926. 

According to National Safety 
Council tabulations the traffic toll 
for the first seven months of the year 
was 17 per cent below the same 
period in 1941 a total of 16,870 
fatalities this year against 20,310 last 
year. 

Mileage figures for the first half 
of the year show a 9 per cent reduc- 
tion in travel as compared with the 
first half of 1941. Since deaths drop- 
ped 14 per cent in that period the 
mileage death rate shows a_reduc- 
tion of 5 per cent. 

This seems to indicate, the Coun- 
cil points out, that the motoring 
public not only is driving less, but 
more carefully to save tires, cars 
and gasoline. 





Comprehensive travel figures are 
not available for July, but gasoline 
consumption reports from several 
states indicate no further decline 
from the 18 per cent drop recorded 
in June or the 19 per cent in May. 
June travel in rationed states was 
25 per cent below June, 1941, as 
compared with a drop of only 14 
per cent in non-rationed states, 





War Pressure Blamed for 
Industrial Accident Rise 


THE PRESSURE OF WAR PRODUC- 
TION, THE NATIONAL SAFETY COUN- 
cil reports, is being reflected in in- 
dustrial accidental deaths. In 26 
states the total of such deaths was 
917 in July, an increase of 27 per 
cent over the figure reported for the 
same month in 1941. The totals are 
from the reports to state industrial 
compensation commissions. 

The July death figure advanced the 
total for the first seven months of 
the year to 5,311 or 15 per cent 
above the corresponding period of 
last year. 

Seven-month increases occurred in 
22 of the 26 states which have re- 
ported for the seven months of 1942 
and 1941, ranging from less than 1 
per cent in Connecticut to 48 per 
cent in Minnesota and 56 per cent 
in West Virginia. 

Among the predominantly indus- 
trial states which reported to the 
Council, Maryland had the largest 
seven month increase with a 40 per 
cent rise. The increase in Illinois 
was 31 per cent. Pennsylvania re- 
ported a 21 per cent rise, Massachu- 
setts 20 per cent, New ‘York 6 per 
cent and Ohio 4 per cent. 

The four states which reported de- 
creases in the seven months were 
California, down 0.2 per cent; Ken- 
tucky down 7 per cent; Missouri 
down 15 per cent and Nebraska 
down 17 per cent. 

At the end of the first three 
months of 1942 the increase in re- 
ported deaths to workers was 11 per 
cent over the same period of 1941. 
For both the four and five months 
period, the increase was 12 per cent. 
For six months it was 13 per cent, 
with the seven months total show- 
ing a rise of 15 per cent. 


Hodges Named North 


Carolina Commissioner 

GOVERNOR J. MELVILLE BROUGHTON 
OF NORTH CAROLINA HAS ANNOUNCED 
the appointment of William ’. 
Hodges as insurance commissioner 
of the state. He succeeds Dan C. 
Boney, who died on September 7. 

The new appointee, a native of 
Williamston, North Carolina, was 
formerly deputy insurance commis- 
sioner. He will fill out the unexpired 
term of Mr. Boney which runs until 
November, 1944. If he desires to 
continue in office on completion of 
the term he must stand for reelection 
as the North Carolina Commissioner 
is elected by popular vote. 
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Impact of War on Existing 
Insurance Coverages 
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Before the Insurance Section of the American 
Bar Association, Detroit, Michigan, 
August 24, 1942. 


© view this war as just an- 

other war and confine our con- 

sideration to its direct impacts 
upon insurance would be inexcusably 
stupid. This war is part of a world 
revolution against middle-class ideas 
and middle-class institutions. One 
of the middle-class ideas is free en- 
terprise. One of the middle-class in- 
stitutions is private insurance. The 
most dangerous impacts of this war 
— dangerous because difficult to meet 
— are the subtle impacts of those 
economic, social and political views 
which, arising from the suffering 
after the last war, culminated in revo- 
lution against the middle-class regime 
under which that suffering occurred. 
We must not confuse this revolution 
with the present war. The revolu- 
tion was and apparently still is as 
rampant in our country as elsewhere. 
The war is but a result of the revo- 
lution — a result not contemplated 
by the revolting masses. Minority 
groups in the Axis countries capital- 
ized unrest and confusion, stripped 
the people of every vestige of free- 
dom, and then sought to impose a 
new order upon the world as they 
had imposed it upon their disillu- 
sioned peoples. We are fighting to 
prevent the imposition of that order 
upon us and to return to the op- 
pressed peoples of the world certain 
of their freedoms. We are fighting 
under the leadership of an adminis- 
tration which is the manifestation in 
our country of the world revolt 
against the old regime of the middle 
class. Let’s not deceive ourselves. It 
is possible to crush the power of 
the totalitarian dictators by glorious 
victory in this war and in the process 
lose free enterprise and the institu- 
tions of free enterprise. 

We must consider, therefore, two 
types of impact from the war — the 
direct results which can be antici- 
pated and met directly, and the in- 
direct results which can be antici- 
pated only imperfectly and met only 
indirectly. The program of round- 
table discussions will explore in de- 
tail direct impacts upon _ several 
classes of insurance. To avoid dupli- 
cation I shall confine my discussion 


to a summary of direct impacts and 
devote the remainder of the time al- 
lotted to indirect impacts. 

We need spend little time on di- 
rect loss impacts. Except in the 
marine field there have been as yet 
no considerable losses due to war 
activities. Short of extensive bomb- 
ing or other direct attacks upon our 
country it seems reasonable to expect 
that direct losses of magnitude from 
war activities will be confined to the 
marine field except for occasional 
incidents at island bases or in other 
foreign territory where American in- 
surance may have followed our war 
and defense activities. 

Impacts from war economy are 
many. Total war is not alone a war 
of armies, navies and air forces. It 
is a war of civilians. In ever-increas- 
ing numbers men, women and even 
children will divert their energies to 
an “all-out” war effort. This means 
tremendously accelerated production, 
labor and material shortages, changed 
values and thousands of other dis- 
ruptions of normal business condi- 
tions. American insurance has never 
functioned under an economy of total 
war and must adjust itself. Disrup- 
tion of normal conditions has a two- 
fold effect upon an insurance com- 
pany: first, it upsets usual methods 
of business operation and, second, it 
affects the product which the com- 
pany sells. 

The insurance industry has serious 
personnel problems, its methods of 
operation have been seriously dis- 
rupted and it has innumerable prob- 
lems due to increased business activ- 
ity, war conditions and war economy. 
Insofar as these conditions affect the 
performance of its operations, insur- 
ance is not more seriously affected 
than is any other industry with sim- 
ilar activities. These results are com- 
mon to all business. 

But these conditions also radically 
affect the product of the insurance 
business because they materially in- 
crease many of the loss hazards 
against which insurance protection is 
afforded. 

In fidelity insurance shortage of 
labor leads to less careful investiga- 
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tion of the integrity of new em- 
ployes. Increase in taxes, rising cost 
of living and other war demands out- 
strip increases in income of “white 
collar” employes among whom are 
most of those in positions of trust. 
These and other abnormal conditions 
will undoubtedly cause an increase in 
losses under all types of dishonesty 
insurance, 

Dimouts and blackouts increase 
opportunities for burglaries, and in- 
creased payrolls increase frequency 
as well as severity of payroll rob- 
beries. Therefore, burglary and allied 
lines must expect increasing losses. 

In workmen’s compensation insur- 
ance rapidly expanding employment 
always increases loss frequency. 
When rapid acceleration of employ- 
ment is accompanied by conversion 
of industry to operations with which 
even employers may have had no 
previous experience, a marked in- 
crease in industrial accidents must 
be expected. The nature of many 
new operations is distinctly hazard- 
ous and we must expect an increase 
in catastrophic losses despite all ef- 
forts to prevent them. In the work- 
men’s compensation field the possible 
impact of the war is truly serious. 
Experience on which rates are made 
does not, of course, include injuries 
caused employes by attempts to de- 
stroy the industry in which they are 
employed. Yet if an attempt were 
made to destroy a plant producing 
essential war goods, either by bomb- 
ing, shelling or sabotage, resulting 
injuries to employes might well be 
compensatable under workmen's com- 
pensation laws as arising out of the 
employment, on the theory that it 
was the nature of the employment 
which motivated the act of destruc- 
tion. The dangers are not limited 
to injuries in the plant attacked. 
Bombs or shells intended for a muni- 
tions factory might injure employes 
in nearby industries, which would 
raise bothersome ‘questions of com- 
pensatability. Legislation has been 
pending in Congress for several 
months which, when enacted, will 
afford workmen’s compensation car- 
riers relief from this threat. 

Shortage of rubber and gasoline 
will eventually wipe out a substantial 
part of automobile insurance premi- 
ums. In the meantime road mileage 
is decreasing. In some sections the 
number of accidents is decreasing, 
while in others the number remains 
stationary or is increasing. In all 
sections the cost per accident seems 
definitely on the upgrade. It is still 
too early to determine whether .ex- 
perience will materially improve or 
remain substantially the same. The 
decrease in exposure due to less 
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mileage is offset in part, at least, 
by smooth or otherwise defective 
tires, generally poor condition of au- 
tomobiles, increased average number 
of passengers, increased cost of re- 
pairs and parts and other departures 
from normal conditions. The con- 
sensus seems to be that experience 
will be somewhat improved. 
a e °@ 

1’ liability insurance changes in 

the degree of care which must 
be exercised by the owner of prem- 
ises or by the operator of an auto- 
mobile toward others and in the de- 
gree of care which others must ex- 
ercise for their own safety must be 
expected as the result of dimout and 
blackout of buildings and streets. The 
conversion of business operations and 
the use of premises for defensive 
measures increase hazards of liability 
to the public; and the use of auto- 
mobiles in emergency activities in- 
creases the hazards of the road. In- 
creased cost of materials and the 
difficulty of obtaining replacements is 
noticeably increasing the cost of all 
property damage liability and physi- 
cal damage losses. 

In the surety field tremendous in- 
crease in bonding of contractors 
working on Government projects has 
been a heavy impact. Contractors’ 
bonds, always difficult to underwrite 
properly, in the volume and under 
conditions required by our defense 
and war programs have imposed a 
staggering burden upon surety com- 
panies. 

The impact in the inland marine 
field has been principally in the need 
for coverage of new hazards aris- 
ing out of war activities. 

In marine insurance war always 
creates problems. Even when our 
country is not directly involved diffi- 
culty in determining whether losses 
are or are not due to war always 
arises. When our country is involved 
difficulties are immeasurably in- 
creased. The appearance of enemy 
submarines on our Atlantic Coast 
and their temporary successes have 
caused considerable losses in this 
field of insurance. The nature of 
marine insurance in war is such that 
losses in considerable volume must 
be expected. The assets of American 
marine companies and of American 
branches of foreign companies are 
enormous, however, and the early 
losses although heavy have only a 
little more than canceled the profits 
of the companies since 1939. 

In fire insurance rising values have 
greatly increased premium income. 
Experience in some lines, private 
dwellings for example, has improved. 
In manufacturing risks where, of 
course, there has been the greatest 
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change in values and in operations, 
losses have risen and probably will 
continue to rise. Unsettled condi- 
tions, fluctuation in values, produc- 
tion in unprecedented quantities, pro- 
duction for the government rather 
than for business, all make it ex- 
tremely difficult to determine values 
both for purposes of underwriting 
and for adjustment of losses. 

Aviation insurance has many prob- 
lems but probably none of them equal 
in importance the impact of peace. 
With thousands of additional pilots 
and a surplus of planes of all types, 
expansion of commercial aviation and 
aviation insurance will be enormous. 

Direct impacts upon reinsurance 
are in part residual effects. Every 
condition which affects primary in- 
surance directly or indirectly affects 
reinsurance. The principal impact 
has been the increased need for ca- 
tastrophe insurance, particularly in 
the casualty field because of explosion 
hazards inherent in the manufacture 
of munitions. American reinsurance 
companies have collaborated in meet- 
ing this need through a plan to spread 
losses among them, and have utilized 
foreign markets to supplement their 
own capacity. Further expansion of 
this plan can be made if necessary. 
It appears that resources of American 
reinsurance companies are adequate 
to meet conditions short of extensive 
direct attacks upon our country, in 
which case they are in no better 
position to absorb the losses than 
would our fire companies be to ab- 
sorb losses from fires due to exten- 
sive bombing of our towns and cities. 
Should such a catastrophe appear 
imminent the reinsurance companies 
probably would and certainly should 
expect the Government to take over 
a substantial part of losses due to 
war activities. ' 

The impacts of the war upon the 
administration of insurance by state 
insurance departments are too many 
even for enumeration. One of the 
most obvious is the necessity for 
closer supervision over the financial 
conditions of companies because of 
the more hazardous nature of insured 
exposures due to war. This super- 
vision has a_ two-fold advantage: 
first, it makes more certain that com- 
panies will keep their houses in or- 
der and be able to meet their obliga- 
tions and, second, in maintaining 
solvency it increases the capacity of 
the companies to aid in financing the 
war. Another of the many impacts 
which is important because of its 
implications, is the head-on collision 
between the needs of the Govern- 
ment for insurance of its wide-spread 
activities and the limitations upon the 
powers of companies imposed by state 









control. The shock of this collision 
was absorbed by intelligent handling 
in the various state departments. 
With very few exceptions state ad- 
ministrators recognized the advisa- 
bility of yielding state authority be- 
cause of the emergency. Insistence 
upon states rights during a national 
emergency has never been good strat- 
egy for the states. 

A summary of direct impacts of 
the war would be incomplete with- 
out mention of the whole-hearted co- 
operation of the business with Gov- 
ernment in the emergency. Even 
before December 7 insurance com- 
panies were making valuable con- 
tributions to defense. Since Decem- 
ber 7 those efforts have multiplied. 
So far as I know, every branch of 
the business has met every request 
made by the Government for assist- 
ance, and in many instances help has 
been volunteered. Illustrative of these 
efforts may be mentioned the work 
of the fire and casualty companies in 
using their inspection services in co- 
operation with the Government to 
prevent sabotage and fires. Another 
important contribution was the de- 
velopment of a rating plan for com- 
pensation and liability insurance for 
contractors working for the Govern- 
ment in the erection of production 
plants. The aid of the surety com- 
panies in making available their fa- 
cilities in selection of contractors and 
guaranteeing the performance of con- 
tracts was another important con- 
tribution. The development of new 
forms of protection for civilian volun- 
teers and the voluntary agreement of 
liability companies to construe their 
policies to cover war and defense 
emergency activities and ride-sharing 
plans are examples of voluntary helps 
given. Whenever requested the busi- 
ness has used its organizations to ex- 
ecute quickly any plan in which the 
business was asked to act as a unit. 

It seems unfortunate that this com- 
plete cooperation should be jeopard- 
ized, in the midst of the greatest dan- 
ger which has ever threatened our 
country, by investigation and threat- 
ened prosecution of insurance com- 
panies by one branch of the Govern- 
ment for maintaining organizations 
upon which other branches rely for 
quick cooperation of the insurance 
industry in our war efforts, especially 
when the practices which are alleged 
to be violations of Federal anti-trust 
statutes have been followed for years 
and for the most part are required 
by statutes of the several states. If 
there is no ulterior object behind the 
threatened prosecutions, good judg- 
ment on the part of Government offi- 
cials would seem to dictate a solution 
which would permit the insurance 
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business to devote its over-taxed fa- 
cilities to the war effort rather than 
to defending itself, at least until the 
war is won. 

* a * 


N important impact of the war 

which should now be receiv- 
ing careful attention is its effect upon 
insurance after the war has _ been 
won. It is impossible to anticipate 
the pattern of peace. But there are 
principles which, if we study the pro- 
nouncements of the United Nations, 
seem certain of adoption. The United 
States will not repeat its error of 
the last peace and isolate itself as 
soon as the war has been won, leav- 
ing the world to brew another war 
a few years hence. There will be 
some concert of the United Nations 
to make certain that every nation is 
free, not only from other nations 
but from the arbitrary power of one 
man or a small minority group. The 
Four Freedoms seem to make that 
clear. Certainly it is an essential to 
a lasting peace. 

To be contended nations must be 
prosperous. The success of any plan 
for lasting peace must be based upon a 
new economic order which will guar- 
antee to all nations equal access to 
raw materials and which will permit 
a greater freedom of world trade. 
World trade in sufficient volume to 
make the plan function can be carried 
on only if it is based upon greatly 
increased standards of living in many 
countries. Increase in standards of 
living is possible only as a result of 
increased production in those coun- 
tries. The increased production must 
necessarily be production of goods 
of which the world does not already 
produce a surplus. 

Increased production will, to a 
great degree, be dependent upon 
American capital, initiative and su- 
pervision. Therefore, the order after 
the war should mean an expansion 
of American business on a_ world- 
wide basis comparable to its expan- 
sion on a nation-wide basis during 
the last few decades. It is probable 
that oceans and international bounda- 
ries will in the future be as unimpor- 
tant obstacles to business as our state 
boundaries have become. And _ this 
seems a probable result of peace 
whether such work is financed by 
Government or by private capital. 
Besides, the devastated countries 
must be rehabilitated. 

The United States will emerge 
from the war as the dominant power 
on land, on the seas and in the air. 
We cannot escape leadership in the 
order after the war. We shall have 
leadership and responsibility not only 
through choice of the free nations but 
because our resources and power will 
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be the sole hope of an exhausted 
world. 

Can anyone doubt that the facili- 
ties established for manufacture of 
aircraft will be turned to production 
of freight and passenger transports ; 
that we shall see world-wide deliv- 
ery of at least perishable products by 
air; that transportation of passengers 
by air from one continent to another 
will be the accepted method of travel ; 
that our vast merchant marine will 
be utilized in carrying to tne ends 
of the world the machinery and sup- 
plies necessary to rehabilitate and de- 
velop the devastated and backward 
countries ; that American contractors 
will be doing construction work 
throughout the world; and _ that 
American business will have branch 
factories or affiliated organizations 
in every part of the globe? 

If this expansion occurs where will 
American insurance be? Will Amer- 
ican insurance maintain its  tradi- 
tional isolationist attitude and relin- 
quish the field to English and other 
foreign insurance interests? Or will 
it make plans now to follow Amer- 
ican business and American capital 
wherever it goes? We may be cer- 
tain that foreign insurance interests 
with their years of experience are 
now making plans to profit by the 
expansion in world trade after the 
war. English insurance will follow 
English capital and will seek to fol- 
low American capital. It will make 
certain that in plans for any concert 
of nations after the war English in- 
surance will have a place. And the 
same is true of Swiss and other for- 
eign insurance interests. 

€ me * 

MERICAN insurance has an 

opportunity, which may never 
again be duplicated, to expand its 
business into the foreign field on a 
large scale. If it is to take advan- 
tage. of that opportunity, it should 
make plans now. After the war is 
too late. It would seem advisable 
for the industry to make certain now 
that in plans after the war American 
insurance will have rights in every 
country equal to those enjoyed by 
insurance companies of other foreign 
countries. It would also seem desir- 
able that our state laws be examined 
and that legislation be enacted where 
necessary to free American insurance, 
at least with respect to foreign ac- 
tivities, from artificial barriers which 
limit freedom of action at home. To 
compete with foreign insurance an 
American company must be an insur- 
ance company — not a fire insurance 
company, a casualty insurance com- 
pany, a surety company, or a liabil- 
ity insurance company. The only 
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specific suggestion I have to make is 
that the insurance industry immedi- 
ately create a committee whose func- 
tion will be to make plans which will 
enable American insurance to follow 
American capital and provide it with 
adequate insurance protection. This 
is not solely an opportunity for the 
business to profit; it is also an op- 
portunity for substantial contribution 
to the establishment and maintenance 
of permanent peace. 

In any such undertaking American 
insurance must, I believe, abandon 
much of its rugged individualism in 
favor of joint cooperation with other 
business. We shall have to meet 
competition of English insurance 
which operates on that basis. If Eng- 
lish capital undertakes a project in 
a foreign land, work is done by an 
English contractor, English materials 
are used, English ships transport the 
freight, English insurance companies 
write the marine insurance and _ all 
other insurance covering the project. 
It is immaterial whether a project is 
started by a bank, a contractor, a 
shipping company or by a corpora- 
tion which desires to expand its busi- 
ness; the process of making certain 
that English business profits is the 
same, and the Government helps. To 
meet that type of competition we shall 
need a much closer cooperation than 
has heretofore existed under our sys- 
tem of each for himself. 

So much for direct impacts of the 
war. Now let us direct our attention 
to indirect impacts. 

American insurance developed in 
a grandly individualistic era brought 
about by two great events — the dis- 
covery and colonization of the New 
World followed by the industrial 
revolution. These events followed 
the cylmination of a long series of 
social evolutions in the Old World 
from which had emerged an energetic 
and active middle class, exploiting 
vigorously opportunities for industry, 
commerce and finance and developing 
qualities of combining for common 
purposes. With the help of this 
middle class royal authority suc- 
ceeded in taking the measure of 
feudal aristocracy and of the Church. 

The discovery of America opened 
new and wondrous opportunities. 
When the industrial revolution made 
possible undreamed of advances in 
transportation, industry and all 
branches of human activity, the mid- 
dle class became great and made 
its weight felt in the economic, so- 
cial and political organization of our 
country. 

Politically the expression of the 
middle class was representative gov- 
ernment. Socially and economically 
its expression was free enterprise, 
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freedom to move about, to do what 
one pleased, to compete freely with 
others and to combine freely. The 
State was envisioned as the servant 
of the people. Its duty was to allow 
everyone to do as he pleased, sub- 
ject to minimum restraints necessary 
to preserve order. From these ideas 
came the legal concept of man clad 
in an armor of rigHts immune from 
legislative action. These ideas found 
their way into our Constitution; in 
fact, the Constitution was based 
largely upon these ideas. 

Practice of free enterprise by the 
middle class produced a social ethics, 
primarily ethics of contest, which ex- 
alted competition and survival of the 
fittest. Under an economy of free 
enterprise our country developed rap- 
idly, outstripping all others’ in prog- 
gress and creating standards of liv- 
ing for all classes far superior to the 
standards of comparable classes in 
other countries. 

But free enterprise had a weak- 
ness. A few of the more highly in- 
dividualistic of the middle class had 
little or no regard for the fate of 
the unfit. They were often unfriendly 
and hostile toward lower classes. The 
lower classes developed individualism 
quite as fierce and relentless as that 
of the middle class. Instead of polic- 
ing itself through legislation to pre- 
vent abuse, the middle class allowed 
abuse to continue and antagonism to 
mount until we had class arrayed 
against class, 

With variations the same situation 
had been created in other countries. 
When, as an aftermath of the last 
war, world depression in business 
caused unemployment and _ intoler- 
able suffering, we saw the beginning 
of a revolt by the great masses of 
the people against the economic 
regime under which such conditions 
had been allowed to occur. bitterness 
of class antagonism led the lower 
classes to attach all of the blame on 
the middle classes and the middle 
class economy to free enterprise. In 
country after country the masses 
sought relief, and we found ourself 
in the midst of a world-wide revolu- 
tion against the old economic order. 

The Bolshevist movement in Rus- 
sia, the Fascist movement in Italy, 
the Nazi movement in Germany, the 
Popular Front in France and the 
Labor movement in [England were 
all outward manifestations of the 
revolution. In our own country its 
manifestation was the New Deal. 
Although each of these movements 
differed from the others, each was 
essentially based upon popular or- 
ganizations whose leaders aimed at 
a definite subjugation or even liquid- 
ation of middle-class economy of free 
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enterprise and the institutions of free 
enterprise. 

That revolution, through action of 
dictators who have used it for their 
own selfish aims, has forced total 
war upon the world. Total war as 
waged by totalitarian governments 
can be met only by total war simi- 
larly waged. This means that in the 
few remaining countries in which the 
middle-class institution of representa- 
tive government and freedom of the 
individual still exist, rights of indi- 
viduals must be surrendered in order 
to win the war. 

* » 2 

HAT will be the effect upon 

the middle-class institution of 
private insurance? The effect of the 
war is certain to be profound. It 
can hardly fail to give enormous im- 
petus to the tendency, evident to an 
alarming degree before the war, of 
the Iederal government to grow in 
significance and of state governments 
to decline in proportion. Is there 
danger that powers ceded and free- 
doms surrendered to the Federal 
government for the purpose of meet- 
ing the war emergency will not be 
returned to the states and to the 
people? Does the administration con- 
strue its mandate from the people 
as authorizing or requiring the sub- 
jugation of the middle class and of 
middle-class ideas? Does it seek to 
concentrate power permanently in the 
lederal government? If so, there is 
grave danger that insurance may, 
either during or after the war, be 
drawn into the huge concentration 
of organization that is building up 
about the Federal authority, and 
function, if at all, as an arm of the 
national government. 

It is with these thoughts in mind 
that I wish to mention two develop- 
ments which I believe are the most 
important impacts of the war with 
which the insurance business will be 
confronted. 

The first is the situation in which 
fire and marine companies now find 
themselves and in which other types 
of companies may soon find them- 
selves. They are acting as agents in 
placing insurance written by the Gov- 
ernment. It is undoubtedly true that 
destruction of property, ships and 
cargoes by war as it is waged today 
are hazards beyond the financial ca- 
pacity of private insurance to carry, 
and that is the reason, so far as the 
companies are concerned, for govern- 
ment insurance of these hazards. But 
we have created a precedent of rec- 
ognizing that certain hazards of loss 
are matters of public concern which 
the Government should assume and 
socialize. It can be argued with con- 
siderable logic that sickness, indus- 


trial accidents, automobile accidents, 
and damages caused by floods, hurri- 
canes and other catastrophes are also 
matters of public concern the cost 
of which should be treated as a loss 
to society rather than to the indi- 
vidual and should be socialized. The 
same argument can be applied to all 
losses caused by crime. To the in- 
surance business the reason for in- 
surance of war damage by the Gov- 
ernment may be that it is not a 
proper hazard for private insurance. 
To a government official intent upon 
destruction of private insurance the 
hazard is likely to be regarded as a 
hazard of society which has been so- 
cialized, cerating a precedent for sim- 
ilar socialization of other hazards. 

The other development I wish to 
mention is in the field of control 
of insurance. War contracts have 
brought into clear relief many short- 
comings of state regulation of insur- 
ance of operations national in scope. 
While the insured treats his business 
as a unit and operates it as such the 
states treat it as split up into state 
exposures. One state may regulate 
rates, while another may not. One 
state may have an anti-trust law 
while another may permit or even 
require membership in and adherence 
to rates of a bureau. One state may 
regulate rates under a maximum rate 
law, permitting deviation downward 
while another may regulate under a 
minimum rate law, permitting devia- 
tions upward, and still another may 
permit no deviation. Other states 
may regulate rates through anti-dis- 
crimination and anti-rebate laws. 
These differences are not only a 
nuisance but they afford opportuni- 
ties for a company or a risk to avoid 
the effect of rate regulatory laws. 

Another weakness is the existence 
in several states of legislation de- 
signed to consolidate and secure the 
position of the agent, irrespective of 
whether it is in the interest of the 
insurance business or of the public 
as a whole. 

Knowing the feeling of many gov- 
ernment officials toward private in- 
surance we would be extremely naive 
not to anticipate that the result, and 
perhaps the intended result, of litiga- 
tion now pending and of the proposed 
investigation and threatened prose- 
cution of the fire companies will be 
the overruling of the Supreme Court’s 
decision in the case of Paul vs. Vir- 
ginia. A decision of the Supreme 
Court that insurance is commerce 
subject to Federal control might, 
even though no legislation were en- 
acted to control insurance, immedi- 
ately abolish the entire rate-making 
structure built up over a period of 
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It is a basic rule of the modern fire department to see that damage is kept to a minimum. 


The Fire Department 
Covers Up 


By WILLIAM H. RODDA 


ss HY, my house looks almost 
\ \ as if I had just finished my 
Spring housecleaning,” was 

the surprised exclamation of the 
housewife after a modern fire de- 
partment had finished putting out a 
small fire in her living room. lor 
many years it had been her belief, 
as well as that of many other people, 
that fire departments use axes just 
for the fun of it and squirt water 
on everything in sight whether it is 
burning or not. It was a surprise 
to her as it is to most people to 
observe the care with which today’s 
fire departments use water and the 
way premises are cleaned up by the 
firemen after the blaze is extin- 
guished. It is now a basic fire de- 
partment rule that damage must be 
kept at a minimum and the premises 
left clean and orderly. Much of the 
improvement in fire loss figures in 
recent years is undoubtedly due to 
this change in the fireman’s primary 
objective from “Get the fire out 





quick” to the idea of “Put it out 
with the least possible damage.” 
During past years all too many 
fire departments had two mistaken 
ideas that were principally respon- 
sible for excessive damage. The first 
mistaken idea was their belief that 
the sole job of the fireman was to 
get the fire extinguished, and the 
second was that the fire must always 
be where the smoke shows itself. It 
is true that there were some cases 
of deliberate damage by firemen, 
excessive use of axes and promiscu- 
ous use of water, but such cases of 
deliberate carelessness were always 
rare, the real cause of excess dam- 
age being the generally accepted 
method of fire fighting. Today it 
would be difficult to find a fireman 
who does not conscientiously try to 
avoid unnecessary damage. There are 
only a few cities where the older 
ideas still result in unnecessary loss 
and where modern fire department 
methods have not been adopted. The 
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oldtime fireman on arrival at a fire 
got into the building the easiest way, 
whether it was to smash a plate glass 
window or chop down a door. In 
order to put out a fire he shot in 
lots of water and drowned the fire 
along with everything else in the 
vicinity. The second mistaken idea 
that where there is smoke there is 
always fire, is not necessarily true. 
Many times smoke will travel long 
distances. Several years ago the 
writer adjusted a fire loss in a small 
city in Virginia which demonstrates 
the result when firemen pour water 
into heavy smoke in the belief that 
fire must be where the smoke is. Our 
policyholder in this case owned a 
shoe store on the first floor of a 
multiple occupancy store and apart- 
ment building. The fire occurred at 
night and when the firemen arrived 
they found heavy smoke pouring from 
the shoe store and some smoke evi- 
dent in other parts of the building. 
They entered the front door of the 
shoe store with heavy hose streams 
and deluged the store. Upon our ar- 
rival the next morning to adjust the 
loss we found that with the excep- 
tion of five feet of shelf space at the 
front of the store, every shoe in the 
place had been washed off the shelves 
into a heap at the back end of the 
store. The actual fire had been con- 
fined to a hallway at the back end 
of the store and had not even en- 
tered the main storeroom or sales 
space. Our loss was approximately 
95 per cent on the stock of shoes, 
whereas the fire and smoke damage 
alone would not have amounted to 
more than 25 per cent. In this case 
the store acted as a horizontal chim- 
ney and carried the smoke 75 feet 
from the seat of the blaze. The fire- 
men failed to realize that, and made 
the natural mistake of assuming that 
because the store was full of smoke, 
it must also be full of fire. 

For many years the payment of 
losses which consisfed principally of 
excess water damage caused the in- 
surance companies much concern. 
However, they largely acquiesced in 
the accepted ideas that the fireman’s 
job was solely to fight fire and they 
looked for some other way of lessen- 
ing water damage. A rather obvious 
suggestion was that the insurance 
companies hire men to respond to 
the fire in order to remove endan- 
gered goods or cover it up with wa- 
terproof covers. From this sugges- 
tion arose the idea of the salvage 
corps or underwriters patrol. The 
earliest of these was organized not 
long after the close of the Civil War, 
the company at Newark, New Jersey, 
being reported as organized in 1879. 
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The idea spread over the country and 
in time almost all of the large cities 
in the United States had some kind 
of insurance company salvage corps 
operating in it. The corps would re- 
spond to all fire alarms in the princi- 
pal mercantile districts and to all 
big fires anywhere in the city in or- 
der to protect property from damage 
by water and smoke. The insurance 
companies found that the presence of 
a salvage corps paid for itself many 
times over in the course of a year in 
lower insurance losses. With the 
change in fire department technique, 
the modern fire departments have 
been taking over more and more of 
the functions of the salvage corps. 
Consequently, the insurance com- 
panies have been liquidating the va- 
rious salvage corps as rapidly as 
local conditions will permit. This 
abandonment of the salvage corps 
idea by the insurance companies has 
been made possible by the greatly 
improved technique of the fire de- 
partments during recent years. 

Salvage operations at a fire are so 
closely tied in with the actual fire- 
fighting procedure that it is logical 
and efficient for the firemen to do 
both. Fire chiefs have come to real- 
ize that water damage is just as costly 
to the citizen or to the insurance 
company as fire damage. They now 
do their job as one of preventing 
loss rather than merely as putting 
out fires. The change was probably 
started by comparisons of fire loss 
in cities having the benefit of salvage 
corps operations with the loss in 
cities without any salvage corps. As 
a result many fire chiefs in cities 
without a salvage corps started to 
put salvage covers on their equip- 
ment for the use of their own men. 
Gradually the idea of fire-fighting 
changed until today most fire de- 
partments have a well developed 
technique of handling fires with a 
minimum of damage by water as 
well as by fire. The technique which 
has been developed is extremely in- 
teresting and sometimes appears 
queer if the onlooker does not real- 
ize why the firemen are taking the 
action that they do. 

aa * ww 


HE well-trained fire chief today 

realizes that if he is to fight 
fire efficiently the first thing he has 
to do is to get rid of the smoke in 
the building. This procedure is 
known as “ventilation.” Frequently 
the public, when viewing a fire, is 
puzzled by the initial operations of 
the firemen which are likely to con- 
sist of breaking skylights, cutting 
holes in the roof, opening windows 
and similar operations instead of 
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turning on the water. The first duty 
of a ladder truck company upon its 
arrival at a fire is to clear the smoke 
from the building, and the first move 
that they make is to get an opening 
above the fire, preferably at the top 
of a stairway, elevator or similar 
shaft. This serves as a flue and pulls 
the smoke out at the top. If open- 
ings are made at the fire level or 
below, before an opening is made at 
the top, the fresh air which would 
be admitted to the fire area might 
result in a smoke explosion. This 
would endanger the lives of the fire- 
men and might result in spreading 
the fire throughout the entire build- 
ing. A smoke explosion or “back- 
draft,” as it is sometimes called, is 
likely to result when fresh air is 
admitted to an area where a fire 
has been burning for some time with 
insufficient oxygen. Usually these are 
the “mysterious explosions” referred 
to by the newspaper accounts of large 
fires. Proper ventilation of the area 
and the clearing of the smoke usually 
will prevent smoke explosions and 
give the firemen an opportunity to 
get to the fire itself. The question 
is frequently raised as to whether 
this ventilation does not give the fire 
an opportunity to spread throughout 
the building because of the draft 
which is created. It has been found, 
however, that while the fire may 
burn somewhat more fiercely at its 
principal location, the fire is less 
likely to spread under such free- 
burning conditions than it is when 
the entire building is supercharged 
with smoke and heat. Of course, hose 
lines are in place so that the fire 
may be attacked just as soon as the 
smoke clears sufficiently for firemen 
to enter the building. ~ 

The technique of ventilating a 
building in the proper manner is 
really a scientific procedure for which 
firemen are trained by long hours 
of preparation. They learn to pry 
loose the skylights rather than break 
them, if possible, and they also learn 
to cut a single clean hole in the roof 
where that is necessary rather than 
to chop a number of small jagged 
holes. Where it is necessary to break 
windows the firemen are trained to 
know which are the expensive and 
the inexpensive glass. A well-trained 
fireman will never break a_plate- 
glass window unless it is absolutely 
necessary. 

A second point in which firemen 
are particularly trained today is in 
the use of water. The heavy streams 
of water are used only as long as 
necessary in order to control the main 
blaze. As soon as the fire is reduced 
to a smoldering stage small lines of 


hose not much larger than a garden 
hose are brought in to extinguish 
the burning embers. In the final 
stages of the extinguishing of a fire 
pails of water are brought in into 
which the fireman dips the embers. 
It is found that the dipping of loose 
pieces into a pail of water uses much 
less water on the premises than the 
use of even a small hose line. 


One of the principal functions of 
the Salvage Corps and of the fire- 
men assigned to salvage operations 
is the covering up of merchandise 
or other contents to protect it from 
water damage. Spectators at a fire 
will frequently see Salvage Corps 
members or ladder truck company 
members go into a burning building 
with what appear to be blankets 
slung over their shoulders. These 
are specially prepared and treated 
salvage covers. They are waterproot 
and are made a convenient size to 
permit the covering of contents of 
buildings. Here again the firemen or 
Salvage Corps members spend many 
hours learning the proper technique 
of covering the merchandise in such 
a way that water streaming through 
the ceiling above cannot get to it. 
Where possible the contents are 
placed in the center of the room so 
that only a few covers are needed 
to completely protect the goods. 
These waterproof salvage covers are 
used in many ingenious ways in sal- 
vage work. They are used to make 
chutes to carry water out of win- 
dows or down stairways, and where 
only a small amount of water is an- 
ticipated they may be made into bags 
to catch the water and prevent it 
from dripping onto the floor. The 
salvage covers are also used to cover 
openings in roofs. However, the sal- 
vage companies and truck companies 
frequently will carry a roll of tar 
paper and wooden laths with which 
to cover roofs which have been 
burned through in a fire. Where tar 
paper is used to cover a roof open- 
ing, it is not necessary for the Sal- 
vage Corps or firemen to go back to 
get the tar paper as it is for them 
to return and collect any salvage cov- 
ers which have been used. 


Along with covering stocks of mer- 
chandise it is important for the 
Salvage men to see that water is 
removed from the building at the 
nearest possible point to the fire. 
Wherever possible the water is car- 
ried out through a window by means 
of a chute but in some cases it 1s 
necessary to put a hole through the 
wall of the building. It is much less 
costly to repair a hole in the wall of 
a building on an upper floor than it 


(Continued on page 28) 
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Liability for Personal Injury and Property 
Damage Caused by Fire 


An Address 
By F. W. DAVIES 


BIRMINGHAM, ALABAMA 
Before the Insurance Section of the American 
Bar Association, Detroit, Michigan, 
August 25, 1942. 


HE fundamental basis for lia- 

bility for damages caused by 

fire is negligence. As to the 
owner or operator of property this 
negligence is based primarily upon 
the principle that a land owner must 
so use his property as not to negli- 
gently injure another. This is well 
illustrated in the case of Burke v. 
Zetoonian, 309 Mass. 541, 36 N. E. 
(2d) 385. 

In this case the landlord was 
held liable for starting a fire in a 
heater and permitting it to continue 
to burn without removing the in- 
flammable material which was in 
close proximity to the heater. The 
court, in affirming judgment for the 
plaintiff, said, in part: 

“He was bound to exercise reasonable 
care in the use and operation of the heater 
in order that no personal injury or prop- 
erty damage would thereby result to 
others. This is not an application peculiar 
to the relation of landlord and tenant, but 
rests upon the general principle that one 
must exercise reasonable diligence in the 
use of his own land so as not to injure 
an adjoining land owner, and occupant 
of part of a building upon his premises 
in the absence of some agreement to the 
contrary or a traveler upon the highway.” 

This liability is predicated upon 
the breach of both common-law and 
statutory duties. In some cases the 
courts have held that a breach of a 
statutory duty amounts to negli- 
gence per se, and other courts have 
held that it is merely evidence of 
negligence. 

A review of the authorities will 
disclose that the most common spe- 
cific acts of negligence relied upon 
as a basis for liability are briefly as 
follows: 

1. Negligent act of the owner or his 
agent in causing the fire. _ 

2. Negligence in preventing the spread 
of a fire to adjoining property, even 
thouvh there was no negligence in caus- 
ing the fire and his premises are in good 
condition. oe 

3. Negligence as to the condition of the 

property in allowing or permitting a con- 
dition from which it is easy for a fire to 
start, such as combustible material left 
unguarded. 
_ 4. Negligent failure to supply fire-fight- 
ing apparatus, fire escapes, spark arrest- 
ers, etc., based both upon common-law 
and statutory requirements. 

5. Fires started by emploves who are 
permitted to smoke upon the premises 
which are inflammable, even though the 


employee is not on duty at the time the 
fire is started. 

6. Negligently storing of inflammable 
materials, such as oils, gases, explosives, 
and other materials of dangerous char- 
acter. This liability is based upon negli- 
gent storing and also where they were 
kept in such a manner as to constitute a 
nuisance or in violation of a valid ordi- 
hance. 

7. Absolute liability is also imposed by 
some statutes, particularly in some of the 
Western states, upon the owner of land 
for starting a fire which spreads to other 
lands. 

The foregoing propositions apply 
generally to all sorts of owners, and 
operators of property, factories, 
stores, apartments, hotels, theatres, 
and the like. It is, however, not 
the intention of this paper to cover 
liability of railroads or power com- 
panies for damages caused by fire. 

We will give a brief review of the 
authorities in order to illustrate the 
application of the foregoing princi- 
ples. 

In the case of Clover Valley Lum- 
ber Co. v. Sierra Valley Creamery, 
18 Fed. (2d) 858, a judgment in 
favor of the plaintiff and against 
the defendant was affirmed by the 
Circuit Court of Appeals from the 
Ninth Circuit, based upon the neg- 
ligent operation of a smoke stack 
by appellant lumber company, 
which caused sparks to fall on 
plaintiff's property and destroy it. 
There was evidence to show that 
the smoke stack constantly emitted 
sparks and that other small fires 
had been caused thereby and that 
the lumber company had been re- 
quested to remedy this situation. 

In the case of Hazewinkel v. 
Thomas, et al, 235 Mich. 349, 209 
N. W. 41, the Supreme Court of 
Michigan affirmed judgment for 
the plaintiff based upon negligence 
in accumulating waste paper, car- 
tons, crates, etc., near the furnace 
under a store building which caught 
fire and communicated to adjoining 
property. There was evidence that 
there was a fire in the furnace and 
that the door was open and that 
there was an accumulation of waste 
paper, cartons, crates, ete., around 
the furnace. The Court held that 
that was a question of fact for the 
jury as to negligence vel non. 
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Some of the authorities hold that 
under certain circumstances it is 
the common-law duty of the opera- 
tor of a mill or factory in which 
fire is used to any great extent to 
provide adequate appliances for ex- 
tinguishing any fire that may start. 

This rule is enunciated in Mc- 
Nally v. Colwell, 91 Mich. 527, 52 
N. W. 70. The court, in holding 
that plaintiff was entitled to re- 
cover, said, in part, as follows: 

“But, I am inclined to think there is a 
difference in fire kept in a house or other 
building for domestic purposes and fire 
for the generating of steam or in blast 
and other furnaces used for manufactur- 
ing purposes. The care to be used must 
always be in proportion to the risk in- 
volved .... If, therefore, fire was liable 
to originate in engine or boiler rooms and 
the construction of the mill is such that 
the surroundings are inflammable so that 
the fire is liable to spread rapidly when 
once ignited, it should be incumbent upon 
the person operating the mill to take care 
that the fire should not consume the mill 
and spread to other property by keeping 
on hand not only persons to watch the 
fire and keep it within the furnace, but 
some appliances for extinguishing fire in 
case it should accidentally escape and 
ignite some part of the building.” 

“Tt seems to me operating such a mill 
without any appliances or by any means 
at all to extinguish fire would be negli- 
gence as a matter of law. And if anv 
means or appliances for such purpose 
were provided that would be such as an 
ordinary prudent man would use, having 
due regard for the safety of his own 
property and of his neighbors and con 
sidering the situation and surroundings 
of his mill.” 


HERE are also a number of 

statutes which apply to build- 
ings generally which require that 
certain buildings shall have auto- 
matic sprinklers, fire escapes, spark 
arresters, and other devices for pre 
venting, and extinguishing fires. 

In the case of Amberg v. Kinley, 
214.N. Y.531, 108 N. FE. 838, L. R.A. 
1915A 519, the New York Court 
held that the failure of an operator 
of a factory to previde fire escapes 
as required by the New York stat- 
ute was a ground for liability, 
provided that death of plaintiff's 
intestate was the proximate conse- 
quence of such failure. 

In the case of Oregon Box Mfg. 
Co. v. Jones Lumber Co., 244 Pac. 
313, the Oregon Supreme Court 
held that the violation of a valid 
ordinance requiring spark arresters 
on chimneys, flues, or smoke stacks 
was negligence per se, although the 
court in that case held the ordinance 
void because of vagueness. 

In the recent case of Silver Falls 
Timber Co. v. Eastern & Western 
Lbr. Co., 149 Oreg. 126, 40 Pac. 
(2d) 703, the court affirmed a judg- 
ment for the plaintiff based upon 
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the failure of defendant to extin- 
guish or control the fire and to use 
every possible effort to do so and 
partiqularly on account of its failure 
to have its skidder engine equipped 
with an efficient pump and not less 
than 200 feet of hose as required by 
the statute of Oregon. 

In the case of Adamson v. Green- 
wood Cemetery Assn., 150 N. Y. 
Sup. 467, it appears that the Fire 
Commissioner had ordered the in- 
stallation of an automatic sprinkler 
in defendant’s building pursuant to 
statute, but this had not been done. 
The Fire Commissioner of New 
York instituted suit for expenses 
incurred by the fire department in 
extinguishing the fire. The Ap- 
pellate Court held that the ground 
alleged constituted a basis for a 
cause of action. 

Quite a number of authorities 
have gone to great length in hold- 
ing an employer liable for fire 
caused by employees smoking upon 
the premises. The case of Keyser 
Canning Co. v. Klotz Throwing 
Co., (W. Va.) 118 S. E. 521, 31 
A. L. R. 283, is a most interesting 
case in this connection. 

In this case it appeared that a silk 
manufacturer conducted its busi- 
ness in a wooden building amid 
highly inflammable materials. It 
had in its employ a young man 
known to be a smoker of cigarettes, 
knew of the dangers of fire from 
that source and repeatedly warned 
him against smoking upon its pre- 
mises. The company permitted him 
to sleep at nights on the premises, 
knowing that he was in the habit 
of smoking and was disobedient to 
instructions. A fire was caused by 
the employee negligently throwing 
a lighted cigarette stub in the waste 
basket on defendant’s premises and 
caused a fire which spread to and 
destroyed plaintiff's property, 
which adjoined the manufacturing 
plant. 

The court held that the defend- 
ant was liable for damages done 
even though the employee was not 
actually in its service at the time 
he threw the lighted cigarette, and 
in part, in quoting from Thompson 
on Negligence, said: 

“Tt seems also that if the master knew 
that his servants are guilty of a certain 
kind of habitual misconduct dangerous 
to those who lawfully frequent the mast- 
er’s premises, it will be his duty to ex- 
ercise reasonable care to prevent such 
misconduct, failing in which he will be 


liable for damages to anyone injured 
thereby.” 


A similar rule was applied in the 
case of Palmer v. Keene Forestry 
Assn., (N. H.) 112 Atl. 798, 13 
A. L. R. 995. In this case plaintiff's 
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property had been burned by a fire 
which started on neighboring pre- 
mises by dropping a match after 
lighting a cigarette in a dry field. 
In answer to the contention that 
the employee who dropped the 
match was not engaged in business 
for the defendant at the time, the 
court said: 

“The question is not whether the men, 
in dropping matches in the grass, were 
acting within the scope of their authority, 
but whether the doing of the act was 
reasonable to be apprehended by the de- 
fendant.” See authorities cited. 

There are some statutes, particu- 
larly in the Western states, which 
impose absolute liability upon the 
owner of land for starting a fire 
which spreads to other lands. In 
the case of Seckerson v. Sinclair, 
24 N. Dak. 625, 140 N. W. 239, the 
court, in affirming judgment for the 
plaintiff, said, in part, as follows: 

“Setting fire to prairie land in the 
month of March renders the one who 
does so absolutely liable. It is not neces- 
sary, indeed, that it should have been with 
any negligent or malicious purpose.” See 
other authorities 132 A. L. R. 876. 


The application of the law with 
reference to storing of inflammable 
materials, such as oils and damages 
from fire therefrom, is illustrated 
by the recent case of Standard Oil 
Co. of New Jersey v. Midgett, 116 F. 
(2nd) 562. 

In this case it appeared that a 
gasoline tank owned and operated 
by defendant exploded and fire en- 
sued and damaged adjoining prop- 
erty. 

The Circuit Court of Appeals for 
the Fourth Circuit affirmed judg- 
ment for the plaintiff based upon 
two propositions as follows: 

First, that the doctrine of res ipsa 
loquitur applied, and, second, that 
there was evidence of warranty to 
recovery under the ‘doctrine of gen- 
eral negligence. 


It appeared from the evidence 
that gasoline was stored in a dilapi- 
dated frame building, which was it- 
self highly inflammable; that the 
floor of the warehouse was con- 
structed of wood rather than con- 
crete and was dirty, greasy, and 
covered with gasoline and oil which 
had been spilled; and that no ade- 
quate protection had been taken to 
prevent a fire or extinguish a fire 
should one break out, and there was 
no watchman on the premises. The 
court, as to this proposition, said, 
in part: 

“There is ample testimony in the record 
to show that the whole set-up of the de- 
fendant at Manteo was a veritable fire 
trap, fraught with a high degree of po- 
tential danger to the community, if, in- 


deed, not amounting to a common-law 
nuisance.” 


From the brief review of authori- 


ties illustrating the propositions set 
out above, it can be seen that lia- 
bility of a property owner for dam- 
ages by fire is quite broad and ex- 
tensive. It is based not upon the 
violation of the statute, but also 
upon certain common-law duties 
herein set out. 

The above general principles 
have been applied variously to the 
more gommon legal relationships, 
such as landlord and tenant, inn- 
keeper and guest, and bailor and 
bailee. The application, however, 
varies with the degree of care re- 
quired as to each relationship. 

We next will discuss briefly lia- 
bility for damage by fire based upon 
the law as applicable to each of 
these legal relationships. 

ee @e ® 


Liability of Innkeeper to Guests 
HIS subject naturally divides 
itself into liability for personal 

injuries to the guests and liability 
for damage to the goods of the 
guests, because the measure of lia- 
bility is not the same. The bases of 
liability here again also are divided 
into common-law duties and statu- 
tory duties. 


Liability for Personal Injury 

to Guests 

The courts hold generally that 
while an innkeeper is not an in- 
surer of the safety of his guests, he 
is bound to exercise reasonable care 
under the circumstances for their 
safety and comfort. 

Some cases hold that there is an 
implied warranty which arises from 
the relation of the innkeeper and 
his guests, that the premises of the 
innkeeper are as safe as reasonable 
care and skill can make them and 
liability exists for injury to a guest 
by fire caused by defective condi- 
tion of the premises occasioned by 
the neglect of any persons in the 
construction, alteration, repair, or 
maintenance of the premises. 

This is, indeed, a broad rule. The 
courts very generally hold that 
there are certain common-law 
duties upon innkeepers which are 
not to be negligent in discovering 
fire or preventing its spread; the 
duty in the event of a fire to warn 
promptly and notify the guests of 
the fire in time to go to safety, and 
to use due care in extinguishing the 
fire, by calling the fire department 
and using all reasonable means at 
hand. 

In addition thereto, there are 
statutes and ordinances in some of 
the states requiring innkeepers to 
provide gongs, a watchman, fire es- 
capes, and directions and diagrams 
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showing exits, etc. Many states 
hold that a violation of these stat- 
utes is negligence per se and fur- 
nishes a basis of liability on the 
innkeeper. 

We will refer to some of the cases 
holding these propositions in order 
to show the wide scope of liability 
of innkeepers for personal injuries 
sustained by guests in the event of 
fire. 

In the case of Strahl v. Miller, 97 
Neb. 820, 151 N. W. 952, it appeared 
that plaintiff, a guest in a hotel, was 
injured while attempting to escape 
from the hotel fire by means of a 
rope. The court, in affirming the 
judgment for plaintiff, based its 
opinion upon the propositions, 
among others, that it was the duty 
of the hotel keeper in case of fire to 
give notice of the same to all guests 
and to do all in his power to save 
the guests. 

In addition thereto, the court held 
that the defendant was liable for the 
violation of a statute which pro- 
vided that it was the duty of the 
hotel keeper to keep a competent 
watchman on duty from 9:00 P.M. 
to 6:00 A.M., whose duty it was to 
keep watch and guard such hotel 
or lodging house against fire and in 
case of a fire, to give warning and 
instantly awaken each guest and all 
other persons therein and inform 
them of the fire, to have a large 
alarm bell or gong placed on each 
floor or story to be used to alarm 
the guests in case of fire. 

In the case of Stewart v. Weiner, 
108 Neb. 49, 187 N. W. 121, the 
court in pointing out the bases of 
liability of an innkeeper for personal 
injuries to a guest caused by fire, 
named the following: 

1. Negligence in failing to discover the 
fire in time to prevent the building from 
burning and injuring the plaintiff. 

2. Negligence of the defendant in fail- 
ing to extinguish the fire before it caused 
damage to the plaintiff. 

3. Negligence of defendant in failing to 
warn plaintiff in time for plaintiff to es- 
cape from the burning hotel without in- 
jury. 

4. Negligence of the defendant in fail- 
ing to have a sufficiently large gong on 
the fourth floor so that the ringing of 
the same would have aroused the plain- 
tiff, as required by statute. 

5. Negligence of the defendant in fail- 
ing to arouse plaintiff after the fire started 
in time to permit his escape from the 
burning hotel, although defendant had 
sufficient time and opportunity to do so, 
and that defendant negligently failed to 


ring or cause to be rung a telephone in 
plaintiff’s room. 


In the case of Acton v. Reed, 93 
N. Y. Sup. 911, while the court held 
that under the facts, the hotel 
keeper was not liable, the court did 
hold that the violation of the stat- 
utes relied upon, if the proximate 
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cause of the loss, would furnish a 
basis of liability if sustained by the 
evidence. The violations were as 
follows: 

1. Failure of the defendant to erect a 
standpipe for the use of the fire depart- 
ment in the event of fire as required by 
statutes. 

2. Failure to post a card in each room 
upon which should be printed a diagram 
showing exits, hallways, stairways, and 
fire escapes and failure to have signs in 
all passageways indicating location of 
stairs and fire escapes. 

3. The fact that the door leading to the 
stairway was locked. 

In the case of Ritchey v. Cassone, 
296 Pa. 249, 145 Atl. 822, the inn- 
keeper was held liable for the death 
of the guest caused by falling from 
the fire ladder while attempting to 
escape during a fire. Liability was 
predicated upon the following: 

1. That the windows which led to the 
fire escape were closed and fastened and 
could not be opened. Plaintiff attempted 
to open the window, but could not do so. 

2. Violation of the statute which re- 
quired the rooms to be provided with 
ropes or other safety appliances for use 
of patrons in time of fire. 

On the first proposition the court, 
among other things, said: 

“Destruction of a hotel may not be 
anticipated but it is. generally a possi- 
biJity, and that contingency was recog- 
nized by the defendant in the present 
case by the existence of the fire escape, 
to which unobstructed and unhindered 
access was a first and absolute necessity. 
Common prudence required that access 
to the exit be kept easily available and 
ready for use at all times. One who negli- 
gently creates a dangerous condition can- 
not escape liability for the natural and 
probable consequence resulting from his 
carelessness.” 

In the case of Texas Hotel Co. v. 
Cosby (Tex.), 131 S. W. (2d) 261, 
while the court reversed judgment 
in favor of the plaintiff, it pointed 
out the various common-law duties 
of innkeeper to the guest at the 
time of a fire. The court said that 
while an innkeeper is not an insurer 
of the safety of his guest, it is his 
duty to take reasonable care of the 
person of his guests so that they 
may not be injured while in the inn 
by want of such care on his part. 

1. To use reasonable care to discover 
a fire upon the premises. 

2. Seasonably to warn or attempt to 
warn a guest of the fire. 

3. To use reasonable care to extinguish 
the fire and call the fire department. 

e e@ ® 


N the case of National Hotel Co. 

v. Motley (Tex.) 123 S. W. 
(2d) 461, while the court reversed 
a judgment recovered by the plain- 
tiff, it pointed out that while the 
mere occurrence of a fire did not 
give rise to the presumption of neg- 
ligence, that it was the duty of the 
hotel keeper in the event of fire to 
exercise ordinary care to see that 
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the fire was confined safely and was 
not permitted to spread to inflam- 
mable parts of the building. 


In the case of Mitchell v. Hotel 
Barry Co., 34 O. App. 259, 171 N. E. 
39, the court in reversing a judg- 
ment for the defendant held that 
the plaintiff who jumped and in- 
jured himself at the time of the fire 
could predicate liability upon the 
following proposition: 


1. That it was the duty of the innkeeper 
under the statute to provide convenient 
escapes from the hallways of the upper 
stories, accessible in case of fire, and that 
the question as to whether or not this 
had been complied with was a question 
for the jury. 


In the case of Owen v. Straight, 
269 N. Y. S. 868, also 196 N. E. 
395, the court held that the question 
of negligence of innkeeper, as to 
whether or not the landlord was 
liable under its common-law duty 
based upon the implied warranty in 
favor of the guest and had exercised 
reasonable care and had not omitted 
to do those things necessary for his 
protection and safety, was one for 
the jury. 

The facts further show that the 
hotel was of wooden structure; 
that the fire broke out at 3:00 
o’clogk in the morning; that no 
warning was given to the guests as 
to the fire and that the escapes by 
the stairways and doors were cut 
off by the flames and the construc- 
tion and condition of the windows 
obstructed flight and made escape 
difficult and dangerous; that the 
hotel keeper and agents took no 
part in discovering the fire or rescu- 
ing the guests. The lower court 
held that inasmuch as the innkeeper 
had exclusive control and manage- 
ment of the hotel and of its con- 
struction, care, and maintenance, 
and that the doctrine of res ipsa 
loquiter applied, and that it was the 
duty of the innkeeper to go forward 
with his proof and to show, if he 
could, the cause of the fire and the 
care he exercised in discharging his 
duty to his guests. 

In the case of Friedman v. Shind- 
ler’s Prairie House, 230 N. Y. S. 44, 
the court affirmed a judgment in 
favor of the plaintiff for the death 
of plaintiff's intestate caused by 
jumping from a window in the hotel 
at the time of a fire. The basis of 
liability, as pointed out by the court, 
was briefly as follows: 

When the guests retired a brisk 
fire was burning in the fireplace 
and sparks were thrown out from 
time to time, and the guests were 
required to move the chairs and set- 
tees back, and that there was no 
screen in front of the fire and no 
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one in the office, and the night- 
watchman had not been about for 
sometime. The court held that the 
question of negligent origin of the 
fire was one for the jury; and that 
there was a statutory duty upon 
the hotel keeper to place a rope or 
better appliance to be used as a fire 
escape in each room of the hotel 
above the ground floor, which rope 
or other appliance should be fast- 
ened securely into the joist or tim- 
ber next to the frame of a window 
of such room. 

In the case of Parker v. Kirk- 
wood, 8 Pac. (2d) 340, the Kansas 
Supreme Court affirmed a judgment 
against the hotel keeper for the 
death of plaintiff's intestate, based 
upon the following propositions : 

1. That while a hotel keeper is not an 
insurer of the safety of his guests, it 1s 
his duty to exercise reasonable and ordi- 
nary care for the safety, convenience, and 
comfort of his guests. 

2. In the case of fire it is his duty to 
vive the guests such warning which a rea- 
sonable, prudent person would give under 
similar or like circumstances, taking into 
consideration the extent of the fire, size 
of the building, and the equipment that 
the hotel keeper installed for the safety 
and protection of his guests. 

A number of authorities also hold 
that it is a statutory duty of an inn- 
keeper to have the required num- 
ber of fire escapes and, if this 1s not 
done and injury or death proximate- 
ly results therefrom, the innkeeper 
is liable. 

In the case of Fabour v. Me- 
Knight (Miss.) 111 So. 370, the inn- 
keeper was held liable for failure 
to furnish fire escapes as required 
by the statutes of Mississippi, which 
provided, in substance, that every 
hotel or lodging house over two 
stories in height should be provided 
with permanent iron balconies with 
iron stairs leading from one balcony 
to the other to be placed at the end 
of each hallway in and above the 
second story in case the hotel or 
lodging house is over 150 feet in 
length, and in other cases such 
number of balconies with stairs as 
may be directed by the fire depart- 
ment. 

The evidence showed that there 
were no fire escapes on the burned 
building. The court also held that 
the plaintiff did not assume the risk 
by voluntarily taking a room in the 
building. 

Many other cases hold that a fail- 
ure to furnish fire escapes in con- 
nection with statutes furnishes a 
basis of liability. See cases cited at 
132 A. L. R. 877, et seq. 
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Liability of Innkeeper for 
Property of Guests 
T is held by most authorities that 
the liability of an innkeeper for 

the goods of a guest is practically 
that of an insurer, and that the inn- 
keeper is absolutely liable for the 
loss of the goods unless he shows 
that such loss resulted from the act 
of God, or public enemy, or from 
the fault of the guest or some other 
person for whose acts the guest is 
responsible. 

This rule has been applied by the 
courts for liability for loss or dam- 
age to property of guests by fire. In 
the case of Pettit v. Thomas, 148 
S. W. 501, 42 L. R. A. (N. S.) 122, 
it appeared that plaintiff’s baggage 
was burned at the time that the 
hotel burned and while she was a 
guest in the hotel. The court held 
the hotel liable as an insurer and 
affirmed a judgment for the plaintiff 
for the value of the baggage. The 
court said, in part: 

“He is an insurer of the safety of what- 
ever baggage or other things he receives 
into his inn from the guests, whether in 
fact negligent in their keeping or not, 
except against the two overwhelming 
forces, termed the acts of God, and of 
the public enemy. For example, if they 
are stolen or burned without the fault 
either of the guest or of the landlord, 
the latter must pay for them. 

Under a statute of California an 
innkeeper is liable for loss of prop- 
erty of the guest “unless occasioned 
by an irresistible, superhuman 
cause,” by a public enemy or the 
negligence of the owner or by the 
act of someone he brought into the 
inn. This statute was construed in 
the case of Fay v. Pac. Imp. Co., 
93 Cal. 253, 26 Pac. 1099, 28 Pac. 
945, 16 A. L. R. 188, 7 A. S. R 
198. In that case the property of 
the guest was destroyed by fire, 
the exact origin of which was not 
shown. The court, in holding the 
defendant liable, said: 

“A fire thus occurring cannot be con- 
sidered an ‘irresistible, superhuman 
cause,’ within the meaning of Section 
1859 of the Civil Code. The words ‘irre- 
sistible, superhuman cause’ are equivalent 
in meaning to the phrase ‘the act of God,’ 
and refer to those natural causes the ef- 
fects of which cannot be prevented by 
the exercise of prudence, diligence, and 
care, and by the use of those appliances 
which the situation of the party renders 
it reasonable that he should employ: 1 
Am. & Eng. Ency. of Law, 174. A loss 
arising from an accidental fire is not 
caused by the act of God, unless the fire 
was started by lightning or some super- 
human agency. Miller v. Steam Nav. Co., 
1 N. Y. 431; Chicago, etc. R. R. Co. v. 
Sawyer, 69 Ill. 285; 18 Am. Rep. 613.” 

This same rule also was applied 
by the United States Supreme 
Court in the case of Arlington 
Hotel Co. vy. Fant, 278 U. S. 439, 
73 L. Ed. 447, 49 S. Ct. 227. It ap- 


peared in that case that the Legis- 
lature of Arkansas, since the case 
of Pettit v. Thomas, Supra, has 
passed an act relieving innkeepers 
from liability to their guests for 
loss by fire unless it was due to 
negligence. 

There are some courts that hold 
that an innkeeper is liable only for 
damages by fire to the property of 
guests when caused by negligence. 
This doctrine was declared in the 
Minn. S. Ct. in the case of Johnson 
v. Chadbourn Fin. Co., 89 Minn. 
310, 94 N. W. 874, 99 A. S. R. 571. 
The court, in part, said: 

“Conceding that the rigorous rule be- 
fore stated was just and necessary in its 
day, there never was any reason or foun- 
dation for it in cases where the loss was 
occasioned by an accidental fire, for which 
the landlord was not responsible, and 
when no negligence in connection there- 
with could be attributed to him.” 


e ee ® 
Landlord and Tenant 
HE usual bases of liability of a 
landlord for damages caused 
by fire are the following: 

1. That there was a latent defect in the 
premises known to the landlord and con- 
cealed from the tenant at the time of the 
letting. 

2. That there was an agreement to make 
repairs. 

3. That it was the duty of the landlord 
to use reasonable care to keep those parts 
of the premises over which the landlord 
retained exclusive control, such as hall- 
ways, staircases, light fixtures, heating 
system, chimneys, and the like in a rea- 
sonably safe condition. 

4. Violation of statutory duties requir- 
ing that the landlord should supply fire- 
fighting equipment, fire escapes, etc. 

5. Fire caused through the general neg- 
ligence of the landlord, or his servants, 
or agents. 

In the case of Pearce v. Sloss S. S. 
& I. Co., 211 Ala. 639, 101 So. 585, 
the building occupied by plaintiff 
was destroyed by fire and all of 
his property was destroyed therein. 
It appeared that defendant had 
leased the building to the State of 
Alabama and had agreed in the lease 
to keep same in good repair. There 
was evidence tending to show that 
the wiring in the building was de- 
fective, improperly or insufficiently 
insulated and dangerous on account 
of fire, and there was evidence to 
show that the fire originated from 
the alleged defective wiring. 

The court reversed a judgment 
for the defendant on two proposi- 
tions. First, that under the provi- 
sions of the lease the defendant 
was required to use reasonable care 
to keep the wiring in good condi- 
tion. Second, under the provisions 
of the lease, defendant had retained 
control of the wiring and it was, 
therefore, defendant’s duty to use 
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1 annual convention of the National Association of Mutual Insurance 
Companies was in progress as this issue of the Journal went to press. We 
were able, however, to put into type the following address which is an 
extremely timely and well-balanced discussion of a much debated and some- 


what misunderstood subject. 




















War Damage Insurance 


An Address 
By JAMES W. CLOSE 


ASSISTANT GENERAL COUNSEL, 


WAR DAMAGE 


CORPORATION, 


WASHINGTON, D. C. 


Before the annual meeting of the National 
Association of Mutual Insurance Companies, 
Chicago, Illinois, Sept. 22, 1942 


HAT undertaking is most suc- 
cessful that has a clear-cut ob- 
jective. It may be well, there- 
fore, to survey our experience and 
determine how things are going after 
three months. The initial tenseness 
has now passed, and we are prepared 
for the long pull. It will not be par- 
ticularly exciting, but neither is the 
building of a bomber, the rolling of 
bandages or the many other acts far 
from the battle scene. Yet these tasks 
are vitally important for each repre- 
sents a cog in the complicated ma- 
chinery of our war economy. 

ur respective activities are simi- 
lar. They are each affected with a 
public interest. The paramount pub- 
lic interest at the moment requires 
that all measures that will strengthen 
our economic structure be taken so 
that we will be able to win the peace 
as soon as we have won the war — 
and experience has shown insurance 
to be one of the best and soundest 
buttresses. 

It would serve little to repeat cer- 
tain phases of our initial effort. The 
facility and enthusiasm demonstrated 
by you indicate that you are familiar 
with the general purpose, scope and 
functions of War Damage Corpora- 
tion and are fully cognizant of its 
importance. My observations, there- 
fore, will be confined to a few specific 
aspects of our experience. Knowl- 
edge of some of the problems and the 
factors influencing our decisions will, 
perhaps, result in a workable under- 
standing of the Corporation’s basic 
Regulations. 

Under our Regulations, the func- 
tions of a governmental instrumental- 
ity are complemented by the prece- 
dents and procedures of the insur- 
ance industry. Years of experience 
have served to adjust and stabilize 


the principles governing the under- 
writing of the conventional types of 
insurance. We seek to utilize your 
experience and adapt your proce- 
dures to a new type of insurance — 
insurance issued by a government 
corporation which, because its activ- 
ities are nationwide in scope and be- 
cause its decisions affect all insureds 
alike, must be made uniformly avail- 
able. The Corporation desires the 
widest possible coverage but special 
treatment cannot be given to achieve 
this end. Unless the suggestion is 
one which can be made cf universal 
application and one which is for the 
benefit of the country as a whole, it 
cannot be authorized, no matter how 
meritorious the facts in the particular 
case. 

Armed forces and protective meas- 
ures are of primary concern and in- 
terest to the people. It is natural, 
therefore, that among the first in- 
quiries received were those regard- 
ing the manner in which our pro- 
gram would complement the larger 
war effort. The Corporation had to 
dispel the misconception that the pro- 
tection provided was automatically 
made available to those serving in 
our armed forces. This arose from 
the fact that other benefits were con- 
ferred on the personnel of the armed 
services by the I*ederal Government. 
We had to point out, therefore, that 
while war damage insurance was 
available to those in military as well 
as in civilian life, it could be acquired 
only upon the submission of an ap- 
plication and the payment of a pre- 
mium. 

As indicated above, our biggest 
job is to inform and to educate. For 
example, the public is not sufficiently 
aware that the Corporation does not 
furnish an “all risk” coverage. Some 
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people apparently do not realize that 
the coverage is limited. It is by law 
confined to damage or loss resulting 
from enemy attack or action of our 
own forces in resisting enemy attack. 

Another difficulty has arisen with 
respect to the understanding regard- 


ing the classification of property. 
Protection is sought for types of 
property not susceptible to fire dam- 
age of which swimming pools and 
oyster farms are typical. Green- 
houses are not farms but structures 
not otherwise specifically provided 
for and are classified under Occu- 
pancy Code 05. 

In addition, it should be made 
clear that the classification of prop- 
erty is governed by use not owner- 
ship. lor example, projects con- 
structed by slum clearance and alley 
dwelling authorities, although pub- 
licly owned, are not eligible for clas- 
sification as “public” buildings un- 
der Occupancy Code 03. These mul- 
tiple dwellings are used as apart- 
ments and therefore must be classi- 
fied under Occupancy Code 04. Our 
Regulations permit coverage of cer- 
tain types of vessels but we have 
excluded commercial fishing boats. 
This, however, is not an inequity or 
discrimination for such craft may be 
covered by the Wartime Insurance 
Committee of the War Shipping Ad- 
ministration. We frequently hear ob- 
jections. Those not familiar with all 
of the factors influencing a decision 
of this kind suggest that the Cor- 
poration is being more charitable in 
one instance than in another. 

The Corporation tries only to be 
fair. The award for charity goes to 
certain of the Producers for acts 
which, while commendable from the 
standpoint of individual unselfish- 
ness, aré in the final analysis true 
charity. I refer to those instances 
where a Producer has advanced pre- 
miums for a customer without spe- 
cific authority, only to learn later that 
the Insured is not duly appreciative 
of the zeal and good intentions of 
the Producer. We can offer no means 
for relief. Recovery of the premium 
advanced is a matter for adjustment 
between the Producer and the In- 
sured. 

Our aim in bringing these matters 
to your attention is to improve the 
program and not in the spirit of 
criticism. The Corporation, too, has 
made mistakes. During those hectic 
days (and nights) which character- 
ized our beginning, one of us made 
the mistake of consulting a dictionary 
to answer a telephone inquiry: What 
Occupancy Code do laundries take ? 
The answer was 04, non-manufac- 
turing. Within the hour the same 
question was asked many times. Tel- 
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egrams from Kansas City, Los An- 
geles and New York requested con- 
firmation of this classification. Pro- 
tests from Producers and Fiduciary 
Agents alike pointed out that uni- 
versally such property is classified by 
the industry as manufacturing. We 
reversed our decision the same day. 
& * * 

N drafting the Regulations every 

effort was made to simplify our 
procedure. We have relied, and I 
believe successfully, upon the cus- 
tom and usage of the insurance in- 
dustry. In some instances, however, 
our Regulations appear to be so 
simple that agents and Producers in- 
sist on reading complications into 
them. No attempt has been made to 
graduate our rates according to ex- 
posure. Our rates are uniform with 
respect to types of property. Thus, 
a warehouse on the premises of a 
manufacturing plant would be classi- 
fied under Occupancy Code 04 tak- 
ing a lower rate than the manufac- 
turing plant, or a dwelling house near 
an air field would take the same rate 
as other dwellings. 

(Ine of the greatest time consum- 
ers is the need to answer questions 
which we have every reason to be- 
lieve are purely hypothetical. Owing 
to the limited information usually 
available and the risk of misconcep- 
tion or misinterpretation of assumed 
conditions, we have repeatedly de- 
clined to pass upon hypothetical 
questions. In the interest of sound 
administration, interpretations should 
not be given relating to purely hypo- 
thetical situations, which can have 
no possible bearing upon the deci- 
sion of a prospective Applicant to 
purchase msurance, 

To the end that the public may 
have available the fullest possible 
property protection, we have recently 
construed the insurance clause of our 
policy. “Enemy Attack’’ means ac- 
tion of the armed forces of the enemy, 
but not action of other agents of the 
enemy. Damage resulting from action 
taken by our own forces in resisting 
enemy attack includes loss or dam- 
age directly resulting from action in 
resisting an actual enemy attack or 
an immediately impending enemy at- 
tack, whether or not such impend- 
ing attack actually develops. We have 
also indicated that our policy shall 
cover loss or damage caused directly 
by the armed forces of the United 
States while on actual patrol duty. 
The insuring elause of the policy will 
also be construed to include loss or 
damage directly resulting from acts 
ordered by military authorities of the 
United States in resisting an actual 
enemy attack, as well as loss or dam- 
age caused directly by acts taken 
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under proper authority to prevent the 
spreading of or to mitigate the direct 
consequences of loss or damage re- 
sulting directly from enemy attack. 

The whole War Damage Corpora- 
tion program is premised on the pos- 
sibility of enemy attack. The dam- 
age caused by direct bomb hits by 
the enemy presents no difficulty. 
However, some question arises with 
regard to injury of which the ini- 
tial explosion may be designated the 
proximate cause. There is no_rea- 
son to believe that the Corporation 
will not follow the ordinary rules of 
law relating to proximate cause. 
However, some line of demarcation 
must be drawn. A distinction must 
be made between such damage and 
injury which might more accurately 
be described as consequential loss and 
which can not be covered. This prin- 
ciple is illustrated by the following 
problem raised by an actual inquiry. 
The damage resulting from a direct 
hit to products in a cold storage 
warehouse would be covered. Al- 
though the loss to the stored prod- 
ucts might be just as complete be- 
cause of the failure of power neces- 
sary to run the refrigerating equip- 
ment, such loss would not be cov- 
ered because it is a consequential 
loss. 

These are some of the common 
inquiries directed to the Washing- 
ton office. The fact that the volume 
of inquiries has lessened is, we hope, 
indicative of a better understanding 
of our Regulations — not of a de- 
clining volume of business. Our pro- 
gram is new. As our procedure is 
integrated with your own, our Reg- 
ulations and the coverage afforded 
will tend to become familiar and 
commonplace. If the great mass of 
property owners is to know of the 
availability of thé protection your 
cooperation must be active and con- 
tinuing. 

Cooperation as a theme is con- 
stantly emphasized. That is as it 
should be. There is no group more 
capable of realizing this than the 
Mutuals. The very word “mutual” 
connotes community of effort and 
interest for the common good. This, 
too, in essence, is the theory of the 
War Damage Corporation program 
which has brought into a harmonious 
joint enterprise the energies and fa- 
cilities of the Mutual, Stock and 
Reciprocal types of insurance car- 
riers. 

The Corporation realizes, how- 
ever, that cooperation is not self- 
effecting. It requires united effort. 
It must be nationwide in scope and 
depends for its efficacy upon a com- 
prehensive organization and compe- 
tent administration — the very ele- 


ments found in such great measure 
in the insurance industry. 

We have deliberately tapped the 
reservoir of your experience. Your 
Government has - confidence in the 
resourcefulness of the insurance in- 
dustry and its ability to provide na- 
tionwide coverage. It is for that rea- 
son that your Government elected 
to utilize existing offices and facili- 
ties, including the services of agents, 
brokers and other producers. We feel 
sure that this confidence is not mis- 
placed. We know that you will not 
let us down. 








Maryland Department 
Suggests Insurance 
Law Changes 


THE MARYLAND INSURANCE DE- 
PARTMENT IIAS SUGGESTED A NUM- 
ber of changes in the state insurance 
laws and has passed them along to 
the Maryland Legislative Council for 
consideration. It is the Department's 
hope that the Legislative Council 
will, after reviewing the proposed 
changes, recommend action by the 
next session of the General Assembly 
which convenes in January. Insur- 
ance Commissioner John B. Gontrum 
and Deputy Hazelton A. Joyce, who 
prepared the amendments, are now 
giving consideration to others which 
they hope to submit to the Council 
in the near future. 

A requirement that all stock in- 
surance companies including all in- 
dustrial life companies have a mini- 
mum capital of $100,000 and a 
surplus of at least the same amount, 
provided that any company now 
licensed that does not meet these 
requirements be given until July 1, 
1953, to meet them, is proposed un- 
der the terms of one of the measures 
drafted by the Department. 

A second bill is designed to bring 
the investment practices of all classes 
of companies more nearly in line 
with the practices in other forward- 
looking and insurance-minded states. 
Another legislative proposal, now be- 
ing prepared for submission to the 
Council, is designed to eliminate from 
the present standard accident and 
health policy law, non-profit hospi- 
talization companies. 
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FIRE PREVENTION WEEK OCTOBER 4-10 


HE significance of Fire Preven- 

tion Week this year — to be 
observed October 4-10 — will be 
greater than ever before because there 
can be no doubt that fire is the No. 1 
enemy on the home front, and if not 
brought under rigid control very 
soon, may imperil our war effort. 

The seriousness of the situation 
has been recognized by every organi- 
zation concerned with fire safety and, 
for the first time, the sponsors of 
Fire Prevention Week are joined, 
this year, by the United States Of- 
fice of Civilian Defense which is 
charged with civil protection in war- 
time. Organizations cooperating with 
the O. C. D. in the observance of 
lire Prevention Week are the Cham- 
ber of Commerce of the United 
States, the Federation of Mutual Fire 
Insurance Companies, International 
Association of Fire Chiefs, Interna- 
tional Association of Fire Fighters, 
National Board of Fire Underwrit- 
ers, National Bureau for Industrial 
Protection, National Fire Protection 
Association, National Safety Council 
and the United States Junior Cham- 
ber of Commerce. 

By virtue of the President’s proc- 
lamation, the United States Office of 
Civilian Defense has called upon the 
entire nation to heed the danger: of 
fire, a danger which threatens our 
lives, menaces the security .of our 
homes, and waits to sabotage our 
war industry, 

The President’s proclamation des- 
ignating the week of October 4-10 as 
lire Prevention Week follows: 

_ “Any loss of human life, any inter- 
ference with production, any loss of 
critical materials hinders and impedes 
our war effort. 

“Uncontrolled fire, even in normal 
times, is a national menace. It kills or 
disables thousands of our people and 
destroys a significant portion of our na- 
tional wealth each year. Today, when 
every machine is being taxed to its full- 
est productive capacity, when new hands 
are working with unfamiliar tools, and 
when agents of our enemies are seck- 
ing to hinder us by every possible 
means, it is essential that destructive 
fires be brought under strict control in 
order that victory may be achieved at 
the earliest date. 

“Nothing less than the united vigil- 
ance and effort of all the people will 
suffice to break the grip of this menace. 
Fire hazards everywhere must be de- 
tected at once and eliminated. Loss 
of life and property from blaze and 
smoke must be reduced in every state 
of the union. Prevention of all uncon- 
trolled fires must be our goal. 

“Now, therefore, I, Franklin’ D. 
Roosevelt, President of the United 
States of America, do hereby designate 
the week beginning October 4, 1942, 
as Fire Prevention Week; and I earn- 
estly request the people of this country 
to give special heed to the importance 


of taking active measures during that 
week, and throughout the year, to con- 
serve our human and material resources 
from the destructive toll of fire, and I 
direct the Office of Civilian Defense 
and other appropriate federal agencies 
to initiate programs for emphasizing the 
importance of attaining these objectives. 
I also desire to enlist the cooperation 
of state and local governments, of edu- 
cators and civic groups and of the 
press, the radio, and the motion pic- 
ture industry, with a view to promoting 
widespread realization of the dangers 
of fires and knowledge of the methods 
of controlling it.” 

A leaflet prepared by the Office of 
Civilian Defense states that fire is an 
active ally of the Axis. Every fire 
is a reversal for the United Nations. 
There can be no insurance for the 
nation against the losses of time and 
the irreplaceable materials resulting 
from fire. 

The nation’s material losses, in 
1941, were estimated to be $303,- 
895,000. This was an increase of 
$17,493,633 over the losses for the 
previous year. Already in 1942, we 
are burning up more factories, homes, 
and needed raw materials than we 
did last year. For the first five 
months of 1942, our losses exceeded 
those for the same period a year ago 
by $9,072,000. Fires kill 10,000 
people in the United States every 
year, many of them important work- 
men in our industries. 

If a cottage on a side street burns 
to the ground or is damaged by fire, 
few people connect the incident with 
our war economy. Yet repair or re- 
building takes material that reduces 
the nation’s stock pile, to say noth- 
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ing of the individual direct and indi- 
rect losses involved. Even such a 
small fire helps the enemy as much 
as if the cottage had been bombed 
—it is more help, because the destruc- 
tion is accomplished at no cost to 
the Axis. 

The elimination of our fire losses, 
the O. C. D. points out, cannot be 
accomplished in a single week. Fire 
Prevention Week affords an oppor- 
tunity to impress upon all the neces- 
sity for keeping homes and_ places 
of employment safe from fire. 

One of the objectives of this an- 
nual observance is to teach us how 
to eliminate the causes of fire. Care- 
lessness and negligence are at the 
bottom of most of its causes, and it 
is estimated that more than one- 
fourth of all fires are preventable, 
with a large share of the rest being 
partly preventable. 

An equally important objective is 
to teach us we can defend ourselves 
against the fires that do start. [Ex- 
perience demonstrates that not all 
fires can be prevented, even with far 
greater vigilance than the nation prac- 
tices today. 

Provision of protective equipment 
is complicated at present by the fact 
that many of the materials used in 
the manufacture of fire-fighting 
equipment are needed by the Army 
and the Navy. It is essential, there- 
fore, that we take better care than 
ever before of existing equipment 
and learn how to use it more effec- 
tively. Substitute materials for addi 
tional equipment are being sought 
in our great American laboratories 
so that we can better arm ourselves 








TABLE No. 
No. of 
Fires Loss 
1. Matches — Smoking........................ 1,238,275 $174,979,768 
2. Misuse of electricity.. a 416,866 94,848,885 
3. Exposure (fire originating off premises) TAY 322,698 156,560,237 
i Sie Cee BOE oe ences s 300,994 70,208,310 
5. Overheated or defective ‘chimneys, “flues, etc. 291,181 119,985,311 
a os ee 259,591 50,516,178 
7. Stoves, furnaces, boilers and their pipes 253,382 100,344,879 
OS TGS ce secon 245,512 24,878,160 
9. Petroleum and its products.......... 221,725 77,897,461 
10. Hot ashes and coals — Open fires 189,111 26,624,942 
TABLE No. 2 
No. of 
Occupancy Fires Loss 
See ee ee ee Rs ALI Eee Eee ee ee en or 13,300 $19,650,000 
(Including hospitals, “schools, churches, “the aters) 
(b) Dwellings See CASE Pa 393,000 92,000,000 
(Including hotels, apartments, homes, etc.) 
Ce) BGP CAWGIES 5... ccessiccecctscccee. ce : . 72,000 70,100,000 
(Including office buildings, warehouses, restau- 
rants, and other mercantiles) 
(d) Manufacturing ..................... 2 ; 23,700 52,900,000 
(Including mills, packing plants, bakeries, clean- 
ers, etc.) 
(e) Miscellaneous. ................. mere , ‘ 183,000 65,350,000 
(Including barns, lumber yards, railroad and 
wharf ee powder plants, autos, etc.) 
TOTAL ....685,000 $300,000,000 
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against fire. We must not let the 
knowledge of that fact relax for a 
moment our vigilance against fires, 
our care of the equipment we now 
have, or our efforts to learn to use 
that existing equipment at new high 
levels of efficiency. 

For the ten most common fire 
causes in the last ten years as listed 
in the O. C. D. pamphlet see table 1 
on preceding page. Table 2 also re- 
produced from the same pamphlet 
shows annual fire losses by occupancy. 

That observance of Fire Preven- 
tion Week does provide greater se- 
curity is shown in the reduced fire 
losses of communities. A _ survey 
shows, for the cities reporting, re- 
duction of 45.3 per cent in fire losses 
during Fire Prevention Week, the 
week preceding and the week fol- 
lowing. The ©. C. D. states that any 
community can equal this record if 
it adopts a well-planned and exe- 
cuted Fire Prevention Week pro- 
gram. 


New Phase of Missouri 


Fire Rate Investigation 

A RECENT RELEASE BY SUPERIN- 
TENDENT OF INSURANCE, EDWARD L, 
Scheufler of Missouri, after recit- 
ing the history of the activities of 
his Department in studying the fire 
and tornado rate structure in the 
state, makes the following further 
announcement as to future procedure 
in this regard: 

“The Superintendent became con- 
vinced early that no pending litiga- 
tion could act as a substitute for 
what can be done in this respect only 
by the powers given him as Super- 
intendent in relation to rates; also, 
that, if a reduction were in order in 
any degree, it should be made avail- 
able to the policyholders and insur- 
ing public as reasonably soon as 
possible. 

“Although the necessary functions 
of the Insurance Department have in- 
creased, nevertheless, the Superin- 
tendent felt it incumbent upon him 
to move on this problem with dis- 
patch and with the limited facilities 
at hand; and, for that reason, and 
others, his investigation and study 
are to be continued, and are neces- 
sarily preliminary at this time. 

“The eompanies thus far have in- 
dicated cooperation in supplying 
promptly information requested to 
date. It is hoped that this attitude 
will continue. Various basic factors 
have been considered from informa- 
tion at hand, and further factors in- 
volved in these basic considerations 
will be pursued, analyzed and studied 
in the interests of the policyholders 
and insurance buyers, and with due 
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regard for problems of sound and 
safe company operations. The pub- 
lic must have adequate and efficient, 
as well as reasonable and economic, 
sources for sound insurance cov- 
erage. 

“In these times of stress, the Su- 
perintendent has given, and proposes 
to give, from time to time, careful 
consideration to all factors and im- 
plications involved, in order that the 
best results can be obtained within 
reason and with the least possible 
absorption of expense and delay. 
However, considerable time will be 
required because of the long lapse 
of time since the last general rate 
study in Missouri, and in order that 
benefits and results, if and when ob- 
tained, may be reasonably certain, 
sound and progressive. 

“On the basis of this preliminary 
study of facts, reports and informa- 
tion, a figure approximating $600,- 
000.00 per year in premiums is in- 
dicated as a present and immediate 
basis for fire and windstorm rate 
reduction. Allocations and _ classifi- 
cations of the reductions percentage- 
wise will be determined. 

“To effectuate the same into real- 
ity of reduced rates as soon as pos- 
sible the Superintendent has deter- 
mined to have a preliminary confer- 
ence and hearing, open to the pub- 
lic, and for all interested companies 
and interests, on Thursday, the first 
day of October, 1942, at 1:30 p.m., 
in the offices of the Superintendent 
of the Insurance Department of the 
State of Missouri, State Office Build- 
ing, Jefferson City, Missouri, or at 
a more suitable place, if necessary, 
then to be announced. 

“The companies in question are 
being duly notified of this hearing 
and may offer any additional data, 
exhibits, argumentation, facts, figures, 
or evidence, either by company of- 
ficers or by duly authorized rating 
and actuarial bureau representatives, 
or other duly authorized representa- 
tives, as comprehended by Missouri 
laws. 

“To save time, travel and expense, 
and because of the war emergency, 
the companies are also invited to ex- 
press in writing, if they choose, their 
attitude regarding the aforesaid pro- 
posal for present reductions. 

“It is to be understood definitely 
that any such further matters pre- 
sented will be taken as part and par- 
cel of the Superintenden’t continuing 
study of this all-important problem. 

“It is highly desirable and impor- 
tant to be able to issue an early or- 
der of reduction, and as soon as 
possible to have made the allocations 
to classes, so the public may have 
the benefit of same.” 


Impact of War on Existing 


Coverages 
(Continued from page 14) 


many years. The result would be 
chaos. Any combination of companies 
to pool experience to establish a 
sounder basis for rates would prob- 
ably violate the Sherman law. The 
fact that state laws require such 
pooling would be no excuse. No bet- 
ter way could be devised to lay the 
basis for Federal control or Fed- 
eral absorption than to weaken the 
confidence of the people in private 
insurance. 

It is my considered opinion that 
management of the companies and 
resources of the companies are ade- 
quate to meet all direct impacts of 
the war which we can now foresee. 
Whether there is a way to meet suc- 


cessfully the indirect impacts, or 


whether we shall find that in our 
effort to preserve our right to free- 
dom of action we shall have lost 
it, is another matter. The Four Free- 
doms make no mention of freedom 
of enterprise. 

But the outlook is not hopeless. 
The aftermath of the last war left 
the world soul-weary ; and the middle 
class was of all classes the most soul- 
weary. For the last ten years the 
middle class has been constantly 
spanked and pummeled. It should be 
tougher and wiser. Furthermore, 
leadership in the foreign countries of 
the revolution against freedom of en- 
terprise will have been discredited, 
and there should be a new lease of 
life for the middle classes and their 
institutions. The middle class should 
have learned that there are limits to 
freedom beyond which lies abuse and 
oppression, and that free enterprise 
must be policed to prevent abuse. 

To speculate on what may happen 
would be idle. We must anticipate 
and be ready to oppose the worst. 
It does no good to rail against the 
views of our government officials and 
legislators. If their mandate from a 
majority of our people requires hos- 
tility toward private insurance, the 
remedy under our form of govern- 
ment is to change the views of the 
majority by rebuilding confidence in 
free enterprise and the institutions of 
free enterprise. One of the rights 
of the individual which the middle 
classes have always protected is the 
right to be wrong. Suffice it to say 
that if we can make certain that most 
of the powers temporarily loaned to 
the Government for the emergencies 
of the past decade are returned when 
the emergencies are ended, free en- 
terprise and the institutions of free 
enterprise will ride out the storm. 
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’ Fire Damage Liability 
(Continued from page 20) 
reasonable care to keep said wiring 
in a reasonably safe condition for 
the use of the tenants or occupants 

of the building. 

The court held that the question 
of negligence was one for the jury. 

The same proposition was held in 
the case of Kelly v. The First Na- 
tional Bank of Austin (Mass.), 183 
N. E. 174. In this case the Appellate 
Court of Massachusetts affirmed a 
judgment for the plaintiff to re- 
cover for the death of plaintiff's in- 
testate as a result of a fire in de- 
fendant’s apartment house. 

The negligence relied upon was 
allowing the electric-light wires to 
be inadequately installed in a shaft 
made in part of wood and formerly 
used for a dumbwaiter, and in 
allowing the shaft to be used for 
the deposit of rubbish after the 
wires were installed. The court, in 
affirming the judgment, said, in 
part: 

“The duty of the landlord, applicable 
to this case, was to use reasonable care 
to keep the shaft as safe as it was at the 
time of the letting. Although the work 
of wiring was done by an independent 
contractor, the shaft was in the control 
of the defendant, and its dangerous con- 
dition could have been discovered at any 
time during the week or two weeks be- 
tween the completion of the work and 
the fire, by ordinary inspection on the 
part of the defendant’s agent upon whose 
approval the defendant paid the contrac- 
tor. The case was rightly submitted to 
the jury.” 

In the case of Brown v. S. M. B. 
Hunt Sash & Door Company, 139 
S. W. (2d) 537, judgment was ren- 
dered in favor of the plaintiff for 
damages caused by fire in an apart- 
ment house based upon the alleged 
negligence of the janitor, who was 
in charge of the furnace, and who 
placed hot ashes in a metal drum 
close to the wooden partition where 
it is alleged the fire originated. 

These same propositions are in- 
volved in the recent case of Life & 
Cas. Ins. Co. of Tenn. v. Porter- 
field, 229 Ala. 148, 194 So. 173. In 
this case it appeared that defend- 
ant’s apartment house was burned 
due to a defect in the chimney 
which was used in connection with 
the heating system in the apart- 
ment house which was operated by 
the defendant. Judgment was ren- 
dered for the plaintiff in the trial 
court. On appeal, however, the 
judgment was reversed on account 
of a provision in the lease exempt- 
ing the landlord from liability for 
negligence. 

The courts generally hold that 
there is no duty upon a landlord to 
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supply fire-fighting equipment 
(Percy Royal Co. v. Jordan, 17 S. 
W. (2d) 720, nor to maintain a fire- 
alarm system (Blotcky v. Gahm, 
102 Neb. 275, 187 N. W. 640), nor 
to furnish fire equipment provided 
with water (Percy R. Co. v. Jordan, 
299 Ky. 693, 17 S. W. (2d) 720, 66 
A. L. R. 1390), in the absence of 
statute. However, there have been 
several cases construing the re- 
quirements of statutes. 

In the case of Powell v. Faffe, 39 
Ohio App. 236, 177 N. E. 523, plain- 
tiff sought to recover for fire dam- 
age to his personal property, lo- 
cated in an apartment house, caused 
by fire which came up through a 
dumbwaiter in the apartment. The 
negligence alleged was the viola- 
tion of a statute of Ohio which re- 
quired in substance that all dumb- 
waiters should be enclosed and 
should be fireproof at the bottom 
and at the uppermost story served 
in non-fireproof buildings; and that 
where the dumbwaiter was enclosed 
in a shaft the walls of such shaft 
should be plaster and metal lathe. 
The evidence tended to show that 
the dumbwaiter was not made fire- 
proof and was of wood construc- 
tion. The court, in reversing a 
judgment for the defendant, said: 

“This action was enacted for the public 
safety, and a violation of it would be 
negligence per se. Schell v. DuBois 
Adm.’s, 94 Ohio St. 93, 113 N. W. 664, 
L. R. A. 1917A, 710. The inference arises 
that if the dumbwaiter had been fully 
fireproof at the bottom, and the walls of 
the shaft made of plaster and metal lathe, 
the fire starting in the basement would 
not have been communicated to the shaft, 
and a fire originating in the shaft would 
have expended itself by consuming the 
paper therein.” 

In the case of Seldin v. Nixon 
Realty Co., 275 N. Y. Sup. 438, 
while the court reversed a judg- 
ment for the plaintiff, it pointed out 
that liability on a landlord could be 
predicated upon the violation of 
the statute requiring the defendant 
to keep the electric wiring and fix- 
tures in a good state of repair. 

In the case of Beauvois v. Spring- 
field Inv. & Sav. Co., (Mass.) 20 
N. W. (2d) 957, 1124 A. L. R. 611, 
a landlord was held liable for the 
death of a tenant caused by the ex- 
plosion of an oil burner used in 
connection with the central heating 
plant located in the basement. One 
of the bases of liability was the vio- 
lation of a rule of the Department 
of Public Safety adopted in accord- 
ance with statutes forbidding the 
installation of a fuel oil burner 
without a permit from the State 
Fire Marshal, and providing no 
change should be made in such 
burner unless approved. The court 
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held also that it was a question for 
the jury to say whether the burner 
was unsafe and dangerous and neg- 
ligently installed. If it was installed 
contrary to regulations, this was 
evidence of negligence. 

In the case of Sitzler v. Lathers, 
229 N. Y. Sup. 47, plaintiff sought 
to recover damages for personal 
injuries arising out of a fire in de- 
fendant’s apartments. The negli- 
gence charged was a violation of 
the terms of the statute which pro- 
vided in substance that every non- 
fireproof tenement house exceeding 
two stories in height, shall be pro- 
vided either with fireproof outside 
stairways or with fire escapes di- 
rectly accessible to each apartment 
without passing directly through a 
hallway. The court held that plain- 
tiff was entitled to maintain a suit 
based upon a breach of provisions 
of the statute and reversed a judg- 
ment for the defendant. The court 
said: 

: “In my judgment, the complaint was 
improperly dismissed. I think it was a 


question for the jury to determine 
whether the owners had complied with 
the provisions of the statute in question 
requiring that every apartment above the 
ground floor in each tenement house shall 
have a fire escape directly accessible to 
it without passing through a public hall. 
Plaintiff testified that there was no such 
way accessible to her, and this, of course, 
would be a question of fact for the jury.” 
eee ss 
Bailor and Bailee 
T is held generally that a bailor 
is liable for the destruction of the 
bailed goods by fire caused by neg- 
ligence of the bailor. The main 
question involved in gases of this 
kind is as to the burden of proof 
of negligence after the plaintiff has 
made a prima facie case by showing 
no return or return of the bailed 
goods in a damaged condition. 
There is quite a conflict of au- 
thorities on this proposition. Some 
cases take the view that the bailor 
has the entire burden of proving 
negligence throughout the case. 
These authorities hold that the 
bailor in actions based on negli- 
gence makes out a prima facie case 
when he has proved the non return 
or the return in a damaged condi- 
tion of the property, and the bailec 
has satisfied his duty of going for- 
ward with the evidence to meet the 
presumption of negligence thus 
raised when he proves merely that 
the property has been destroyed by 
fire. When this is done the burden 
then shifts to the bailor to go for- 
ward with the evidence and prove 
some negligence on the part of the 
bailee. Some of the cases which 
hold to this rule are as follows: 
Southern Railroad Co. v. Prescott, 240 
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U. S. 632, 60 L. Ed. 636, 36 S. Ct. 469. 
Seales v. Edmundson, 71 Ala. 509. 
Bricken v. Sikes, 68 So. 801, 14 Ala. 

App. 187. 

Standard Mar. Ins. Co. v. Traders 

Comp. Co., 46 Okl. 356, 148 Pac. 1019. 
Yeo v. Miller N. Broadway Stor. Co., 


23 A. (2d) 79. 


See also Annot. 71 A. L. R. 761 and 
> A. L. R. don 

Qn the other hand, there is a line 
of authorities holding that after the 
bailor has made out prima facie case 
by showing a failure to return the 
goods or a return of the goods in 
a damaged condition that the bur- 
den is then upon the bailee to show 
that the loss was without negli- 
gence on his part. 

Some of the authorities holding 
this proposition are as follows: 

l.ederer v. Ry. Term. & Wh. Co., 346 
Ill. 140, 178 N. E. 394, 77 A. L. R. 1497. 

lraders Compress Co. v. Precure, 140 
Okla. 40, 282 Pac. 165. 

Nutt v. Davidson, 54 Cal. 585 31 Pac. 
390, 44 L. R. A. (2d) 1170. 

\ierchants National Bank v. Carhart, 
95 Ga. 394, 22 S. E. 628. 

Wiley v. Locke, 81 Kans. 143, 105 Pac. 
11, 24 L. KR. A. ON. S.) P97. 

[t will be seen that in case of dam- 
age to bailed goods by fire the ques- 
tion of liability usually resolves it- 
self into ong of fact of negligence 
vel non, 

In this short paper it will be im- 
possible to review all of the statutes 
with manifold provisions. Many 
other cases are collected in the note 
132 A. L. R. 875, et seq. 

‘rom this brief review of the au- 
thorities, it is evident that there 
is a broad and fertile field for the 
liability insurer to issue protection 
to owners and operators of apart- 
ments, hotels, factories, stores, and 
other buildings against public lia- 
bility for damages caused by fire. 


Cite Need for Fire 
Prevention Work 


EXPERTS IN THE FIELD OF FIRE PRE- 
VENTION AND SCIENTIFIC STUDIES 
related to fire department operations 
in time of war imparted their knowl 
edge to the more than 250 Pennsyl- 
vania fire fighters who gathered at 
State College, Pennsylvania, August 
31-September 5, for the Fourth An- 
nual Firemen’s Training Conference. 








The conference, which was open 
to any member of a full or part-paid 
volunteer or industrial fire-fighting 
organization, those engaged in fire 
police or fire prevention activities, 
and to a limited number of civilian 
defense workers, was divided into the 
eight’ following sections: chief and 
fire department officers; engineers, 
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drivers and mechanics; firemen; fire 
school instructors and fire depart- 
ment drill masters; potential fire 
school instructors ; fire prevention in- 
spectors and specialists; fire police 
(auxiliary police — limited); and 
fire department rescue squads. 

Dr. David J. Price, Washington, 
D. C., president of the National Fire 
Protection Association and a recog- 
nized national authority on explosion 
and fire prevention, in delivering the 
conference’s opening address, stated 
that fire must be recognized as a 
miajor weapon of modern warfare and 
that fire protection is exceedingly im- 
portant in the conduct of the war. 
He called the attention of the fire- 
men to the fact that, irrespective of 
whether a fire is due to incendiary 
bombs, sabotage, or to accidental 
causes, the results are the same. He 
said, “The loss by accidental fire of 
the S. S. Normandie in New York 
and the huge stock pile of rubber at 
Fall River, Massachusetts, was as 
helpful to Hitler as though he had 
set them off with his own incendiary 
bombs.” 

“It has been necessary in this coun- 
try”, said Dr. Price, “to contend with 
the mistaken idea held by many that 
guarding to prevent sabotage is all 
that is needed to secure continuity of 
production.” He emphasized the fact 
that “It is necessary to provide more 
than guards, watchmen, and wire 
fences to prevent losses from explo- 
sions at fires, for common knowledge 
of fire prevention has not been ap- 
plied in a practical manner.” 

Professional fire prevention ex- 
perts capable of intelligent adaptation 
to current conditions — especially 
inspectors representing fire insurance 
companies or municipal fire depart- 
ments — today haye been given an 
unprecedented opportunity to make 
their work more effective than ever 
before, it was asserted by William 
H. Rodda, engineer of the American 
Mutual Alliance, Chicago, in his ad- 
dress to the conference. He held re- 
sponsible for this situation the in- 
creased wartime public interest in 
conservation, the inescapable increase 
in various forms of cvercion of the 
public, and the possibility that all 
who are given some degree of au- 
thority over the public may be un- 
accustomed to exerting authority. 

“Anyone who has done much in- 
spection for fire hazards”, Rodda de- 
clared, “knows that part of the job 
always has been to overcome the 
resistance natural to the owner or 
manager of the property being in- 
spected. When fire hazards are found 
the one responsible for their presence 
usually feels that the discovery is a 


reflection upon his managerial abil- 
ity, and sometimes resents the rec- 
ommendation that the hazard be re- 
moved. This is so nearly universally 
true that the most valuable qualifica- 
tion of the competent fire prevention 
inspector has become his ability to 
get his recommendations complied 
with without the use of coercion. The 
discovery of fire hazards has become 
of less importance, since few pro 
fessional inspectors have much trou- 
ble with this part of the job. 


“War conditions have made it nec- 
essary to give many individuals some 
degree of authority over the prop- 
erty-owner or manager of a business 
enterprise, and the human tendency 
to issue orders rather than sugges- 
tions — when the power to enforce 
orders is present — is likely to make 
many property-owners or managers 
resentful. 


“It seems to me important that 
fire prevention inspectors, though 
they may now have increased author- 
ity, should never forget the lessons 
which have been learned in the past 
— when their possession of author- 
ity was not so widely recognized. In- 
surance company inspectors, and 
probably most of the experienced fire 
department inspectors, have found 
that suggesting correction of fire haz- 
ards is a much more effective way of 
doing the practical job of fire pre- 
vention than the issuing of orders. 
Agreeing with fire prevention sug- 
gestions which the property-owner 
has been guided into making is even 
more effective. 

“Doing a skilled professional job 
of fire prevention under present con- 
ditions entails remembering that se- 
curing compliance with recommenda- 
tions for the elimination of fire haz- 
ards remains essentially a selling job, 
no matter how much authority the 
inspector may have to force compli- 
ance with his recommendations. 

“If persuasion will not do the job 
then compulsion may become neces- 
sary. But if persuasion and a little 
salesmanship are used first the result 
should be that the recommendations 
of the fire prevention inspector will 
be received more favorably than 
many of the recommendations which 
the property-owner or manager of a 
business is receiving from other 
sources.” 

The Fire Prevention Inspectors 
Section of the School was in charge 
of Edgar A. Spotz, engineer for the 
Millers Mutual Fire Insurance Com- 
pany of Harrisburg, Pennsylvania, 
and assistant chief of the Hummels- 
town, Pennsylvania, Fire Depart- 
ment. 
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P.L. AUTO RATES CUT IN GAS RATIONED 
EASTERN STATES 


Mutual Casualty Insur- 


te 

ance Rating Bureau and the 
National bureau of Casualty 
and Surety Underwriters jointly an- 
nounced on September 28 that they 
have recommended to the state su- 
pervising authorities, reductions in 
automobile bodily injury liability in- 
surance rates for private passenger 
cars, in the rate regulated Eastern 
States under their jurisdiction, where 
gasoline rationing is now in effect. 
These states are: New York, New 
Hampshire, Virginia and North 
Carolina. The Mutual bureau and 
the National Bureau have no juris- 
diction over the rate-regulated state 
of Massachusetts, where rates are 
fixed by the state according to stat- 
utory requirements. 

The rates for holders of A ration 
books are reduced 20 per cent and 
for the holders of B and C supple- 
mental ration books 10 per cent. It 
is confidently expected that the su- 
pervising authorities in the four rate- 
regulated states will make every ef- 
fort to apply the lowered rates on 
October 1 when they automatically 
go into effect in the twelve non- 
regulated states. 

In full explanation of their ac- 
tion, the Mutual Casualty Insyrance 
Rating Bureau and the National Bu- 
reau of Casualty and Surety Under- 
writers issued the following state- 
ment : 

“Emergency war-time reductions 
in the cost of automobile bodily in- 
jury liability insurance on_ private 
passenger automobiles are announced 
by the companies effective October 1 
for holders of A, B and C gasoline 
ration books. Insured car owners 
limited to A books will receive a re- 
duction of 2U per cent in the rate 
for their automobile liability insur- 
ance while the holders of B and C 
books will receive a 10 per cent re- 
duction. Although this action is ef- 
fective October 1, the companies will 
also apply the reductions to policies 
dated on or after July 22, 1942, when 
the present gasoline rationing system 
went into operation. 

“In fairness to all concerned, it 
should be explained that the rate 
reductions here announced are in the 
nature of emergency action which 
has been taken to meet an extraor- 
dinary condition arising out of the 
war. Normally, the rates for this 
insurance are determined by the es- 
tablished experience of the companies 
Over a period of years. While the 
companies have been aware that con- 


ditions affecting the operation of au- 
tomobiles have changed since the 
institution of gasoline rationing on 
July 22, as a matter of fact it may 
only be assumed that underwriting 
results are improving. There is as 
yet no statistical or actuarial infor- 
mation showing that improvement 
has occurred sufficiently to offset un- 
favorable war conditions. 

“Nevertheless, recognizing the 
emergency conditions under which 
most people are living today, the 
companies at a meeting on Septem- 
ber 24 agreed to make the reductions 
in their automobile liability insur- 
ance rates for private passenger cars 
as an emergency measure and a fur- 
ther contribution to the war effort. 
Ordinarily this would be a danger- 
ous basis for rate making. It is hoped, 
therefore, that the experience under 
gasoline rationing and other driving 
restrictions, which will not be avail- 
able in detail for some time, will jus- 
tify this confidence in the public’s 
willingness to drive carefully and ob- 
serve new restrictions upon speed. 

“The companies are conscious of 
the fact that there has been a very 
natural public interest in the status 
of automobile liability insurance rates 
under prevailing war conditions. As 
a matter of fact, the companies be- 
gan to study the problem even before 
gasoline rationing became effective. 
Accordingly, they began to assemble 
all available information and to study 
the probable effects of limited driv- 
ing, reduced speed, blackouts, in- 
creased number of passengers per 
car and other emergency conditions, 
all of which affect rates. Many meet- 
ings were held by rating committees 
of the companies, several with state 
insurance authorities. 

“Some of the problems encoun- 
tered in reaching a decision are of 
public interest. On the one hand, 
there was evidence to support a be- 
lief that reduction in the number of 
cars on the road, reduction in the 
average annual mileage of cars due 
to rationing, and reduction in maxi- 
mum speed limits, if observed and 
rigidly enforced, should produce a 
more favorable accident experience. 
On the other hand, there was no 
yardstick for measuring the under- 
writing effects of the increased cost 
of settling claims due to a general 
rise in the high cost of living, a 
greater number of passengers per car 
which may result in an increase in 
the number of injuries per accident, 


wearing out of tires with resultant 
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danger of accidents from skidding 
and blowouts, blackout and dim-out 


conditions, increased difficulty of 
maintaining cars in safe mechanical 
condition, increase in military con- 
voys and highways, and deteriora- 
tion in the standard of driving as 
evidenced by more convictions for 
serious driving offenses, such as in- 
toxication, recklessness and leaving 
the scene of accident. 

“No change has been made in the 
property damage liability rates, the 
companies having sustained serious 
underwriting losses on this coverage. 
This has been due primarily to in- 
creases in the cost of labor and ma- 
terials, increasing difficulty of ob- 
taining parts and a lack of experi- 
enced labor. 

“In view of the considerations here 
presented, and others which may 
arise in the future, the whole ques- 
tion of automobile liability rates will 
be kept under constant review and if 
changes are warranted action will be 
taken in the light of the information 
at hand.” 


a * e 
UPERINTENDENT of Insur- 
ance Louis H. Pink of New 

York, when advised of the action 


taken by the two bureaus, announced 
his approval of the recommended re- 
ductions. 

He said that automobile rates were 
scientifically made in the State of 
New York and depend upon the cost 
of insurance in some 40 districts into 
which the state is divided. They are 
based upon exact figures which re- 
flect the experience over several 
years. The present difficulty, he 
pointed out, is that there are no 
available figures which will permit 
accurate determination of the proper 
adjustment. The reduction has to 
be based largely upon judgment. Con- 
sideration must be given both to the 
unusual difficulties caused by in- 
creased cost of all kinds which affect 
insurance, depreciation of cars and 
tires, as the increased danger of night 
driving due to blackouts and dim- 
outs, and the more intensive use of 
cars by war workers. On the other 
hand he states, it is plainly evident 
that the very great decrease in mile- 
age due to the rationing restrictions, 
as well as to the inability to get new 
cars and tires, has decreased the risk 
which the companies run. 

Superintendent Pink contended 
that the proposal of the Rating Bu- 
reaus was a fair one under all the 
circumstances and that they were to 
be commended for their effort to meet 
the wartime conditions. He stated 
that the amount of mileage could now 
be used as a yardstick in the making of 
automobile rates. 
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The Fire Department 
Covers Up 


(Continued from page 16) 


is to replace wooden floors that have 
been warped as the result of being 
wet. i. * * 

N factory and warehouse fires the 

removal of water from the build- 
ing may be important not only to 
protect stock, but also to prevent 
collapse of the building. Some ma- 
terials will absorb tremendous quan- 
tities of water with resultant heavy 
increases in the load on the floors. 
If this cannot be prevented it may 
cause the floors to collapse from the 
overload. There are also stocks which 
expand when wet. There have been 
several instances where the walls 
have been pushed out far enough to 
cause collapse of the building because 
contents became wet during a fire. 
l‘iremen who know the characteris- 
tics of stock that may be found in 
a building can direct special atten- 
tion to those that might endanger the 
building. It is interesting to note 
that the principal loss to the luxury 
liner “Normandie” was from its 
overturning as the result of water 
trapped in the hull. The fire was un- 
der control and most of the firemen 
had returned to quarters, but it was 
impossible to remove the water which 
had been poured into the ship. The 
water made the ship unbalanced and 
it overturned. 

Salvage men in the fire service 
must know how to handle automatic 
sprinkler equipment in order to re- 
store sprinkler systems to operation 
when the fire is out. They must also 
be familiar with heating equipment 
so that in cold weather heat may be 
restored to a building and freezing 
prevented. After the fire is over a 
well-trained fire department will 
leave the premises in just as clean 
a condition as possible. If it is in a 
residence the incident quoted in the 
beginning of this article is likely to 
happen time and time again. Dam- 
aged furniture is never thrown out 
of the building unless it is abso- 
lutely necessary and is obviously 
completely worthless. Water is care- 
fully swept out of the building and 
the floors are wiped with a rubber 
squeegee of the type that is used 
for window cleaning. In this way the 
warping of expensive hardwood floors 
is frequently prevented. Where ma- 
chinery has been wet it is important 
that it be greased immediately so that 
it will not rust. 

There are many things which the 
policyholder can do to make the 
work of a fireman easier in prevent- 
ing damage to his stock. The skid- 
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ding of stocks a few inches above the 
floor, particularly in basements, is 
extremely helpful in preventing wa- 
ter damage to the lower section of 
the stock. Sufficient room should be 
left at the top of the stock piles so 
that salvage covers can be thrown 
over them. The basement drains and 
catch basins should be kept open so 
that water accumulating in the base- 
ment will run off easily. 

Spectators at a fire who do not 
understand the technique of modern 
fire fighting are likely to misunder- 
stand the operations of the firemen. 
The fireman today is a highly trained 
specialist in the methods necessary 
to control fire with the least amount 
of damage. Even the members of 
volunteer fire departments go to fire- 
men’s schools to learn the proper 
technique. Many of these volunteer 
firemen spend as much as a week at 
a time at state firemen’s schools in 
order to better their handling of the 
job of fighting fires. Often their in- 
terest is sufficient so that they will 
pay their own expenses. In the larger 
cities a fire school is run by the 
fire department under the guidance 
of older fire officers in which the 
young men are trained before they 
are permitted to act with the fire 
companies. While we are coming to 
the end of the era of special salvage 
corps operated by insurance com- 
panies, the improved technique in 
handling fire fighting operations is 
helping to keep the fire losses at a 
minimum. 





Illinois Casualty Premiums Up 


CASUALTY COMPANIES DID $1]3,- 
579,293 MORE PREMIUM VOLUME ON 
their 1941 business in Illinois than 
they wrote in 1940, and they paid 
out $8,047,707 more in losses in the 
state than in the preceding year, ac- 
cording to the report issued by Direc- 
tor of Insurance Paul F. Jones, show- 
ing the experience of all coverages 
included in the casualty class for 
Illinois experience. Total premiums 
in Illinois last year for casualty com- 
panies was $115,080,451, with losses 
paid to Illinois policyholders of $51,- 
591,707. These figures compare with 
$101,501,158 and $43,544,000 in 
1940. 

Experience of Illinois companies 
with their casualty lines in the state 
showed an increase of $4,382,964 or 
about 16 per cent in total premium 
income over 1940, and they reported 
loss payments amounting to $2,192,- 
119 about 15 per cent more than in 
the preceding year. Foreign and 
alien companies in their statements 
filed with the Insurance Department 
on their business in the state showed 
an increase of $8,190,384 in premium 
volume and $5,131,072 more paid out 
in losses, 

The report indicates that the lead- 
ing premium income gains were made 
in the motor vehicle lines which 
showed an increase of 11.7 per cent, 
accident and health which was up 
20.1 per cent, and workmen’s com- 
pensation which rose 12.3 per cent. 








Mutuals 
Sponsor 


War 
Bond 


Posters 


MUTUAL INSURANCE COMPANIES 
THROUGHOUT THE COUNTRY ARE 
sponsoring War Bond posters, simi- 
lar to this one in Minneapolis, bear- 
ing the imprint of the Hardware Mu- 
tuals, as a contribution to the war 
effort, at the request of the Treasury 
Department. 

More than 2,600 sponsors have 
signed up, many of them on a six- 
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month basis, and have ordered more 
than 5,000 24-sheet posters of the 
first month’s design, according to the 
Outdoor Advertising Association of! 
America, which organized and pro- 
moted the drive at the request ol 
Secretary Morgenthau. Two designs 
are issued each month, each giving 
the local War Bond quota for the 
city or county. 
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CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMENS MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMENS MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


NATIONWIDE INSURANCE 
GUtCE 








Gale & Stone, Boston—Mutual Insurance Bureau, Philadelphia—Lumbermens Mutual Insurance 


Avency, Inc., Mansfield, Ohio, Pittsburgh, Penna.—Lumbermens & Manufacturers Mutuals, Inc., 
5 3 5 


James S. Kemper, Mer., Chicago, Milwaukee, Minneapolis, Omaha Associated Mutuals, Inc., 
Atlanta, Ga. Lumber Mutual Agency, Indianapolis, Memphis, Dallas, Kansas City — The 


Martin General Agency, Seattle, Denver, San Francisco, Los Angeles, Portland, Spokane. 














> SEALYHAM TERRIER 
<A Game Welshman 


FULFILLING A PURPOSE... 


The Hardware Mutuals Companies were created Today these Companies are fulfilling another pur- 
to fulfill a real purpose—to help property owners pose in being able to write War Damage Property 
obtain good, sound, and safe protection at mini- Insurance in cooperation with the War Damage 


1, . : Corporation which was created by the Reconstruc- 
mum cost. Throughout the years these Companies : 


tion Finance Corporation for the purpose of pro- 
have so successfully operated that today they are a : ; ; : 
. : ; viding financial protection against property loss 
able to offer a non-assessable policy at a current caused by enemy military attack. The cost is very 
a ae < f C7. : eine ire ; i 
Dividend Saving of 20% to 40% in the cost of Fire reasonable. Inquire of one of our representatives 


insurance and 20% to 25% on Casualty coverages. or write the Companies for further details. 


SEALYHAM TERRIER—tThe Sealyham Terrier was developed 
in Sealyham, Wales, from undetermined ancestory to secure 
a powerful, gamey terrier who could successfully run down 
and kill Badger and other ground burrowing game. He 


Suge tn ccher wtih cosucasl us tapoeios. mes FEDERATED HARDWARE MUTUAR 


hard, wiry coat. He is stocky, low to the ground and power- - 4 
: ) i i i consi 
Eisly tectl, Ge Gellllc cectectly the pavales ter wile he Hardware Dealers Mutual Fire Insurance Company, Home Office, Stevens Point, Wis 


P ; , Mutual Implement and Hardware Insurance Company, Home Office, Owatonna, Minnesota 
was developed yet he is a devoted companion and quite 


popeler. HARDWARE MUTUAL CASUALTY COMPANY 


Home Office. Stevens Point, Wisconsin 








